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e EFINED silky appear- 
ance, splendid comfort, 

wear sustaining texture, to- 
day's finest colourings: you 


find all these in “* LUVISCA”’ 


SHIRTS 32 5 cote 
SOFT COLLARS ¢ PYJAMAS 


K = Sold by Leading Hosiers, Outfitters and Stores. 
- i ~~ | y any difficulty in obtaining, write Courtaulds Ltd. 
. i (Dent. 153M), 16, St. Martin’s-le-Grand, London, 
RGD. Fads | = 1, who will send you the mame of nearest 


TAB: retin and descriptive literature. 
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BLADES. EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 

17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Mansion House 9681 (5 lines) s) Tel. 9 hones : Clerkenwell 3636, 3637, 3638. 

Telegrams : * Id ntical, London. . 
BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 

WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 

PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - - : - £4,500,000 

Reserve Fund £4,475,000 

Reserve Liability of Pregricters under the Charter £4,500,000 
£13,475,.000 

COURT OF DIRECTORS : 

RIGHT HON. LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, Esg@., 

Cc. E. BARNETT, EsgQ D.S.O. 

1. F. G. GILLIAT, Eso | RIGHT HON. THE EARL, OF MIDLETON, K.P. 


HAROLD NELSON, Esq. 
HORACE PEEL, Esq. 

| JOHN SANDERSON, Esq. 

} ARTHUR WHITWORTH, Esq. 


KENNETH GOSCHEN, EsQ 
Cc. G. HAMILTON, Eso 
T. R. JOHNSON, EsgQ 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every descrirtion of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers. Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 


THE BANK OF AUSTRALASIA. 
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-—BARCL 





AYS BANK 


LIMITED. : 
Head Office: 54 LOMBARD STREET, LONDON, E.C.3 


And over 2,100 Branches in England and Wales. 





Authorised Capital .. .. £20,000,000 
Issued and Paid-up Capital... £15,858,217 


Reserve Fund .. ne .. £10,250,000 
Deposits, etc. (31st Dec., 1930) £349,273,283 





Every descriptionof Britishand 
Foreign Banking Business Transacted. 
Executov and Trustee Business undertaken. 


AFFILIATED BANKS: 
BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS). 
BARCLAYS BANK (FRANCE) LIMITED. 
BARCLAYS BANK (CANADA). 
BARCLAYS BANK, S.A.I. 
THE BRITISH LINEN BANK. 
THE UNION BANK OF MANCHESTER LIMITED. 









BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 


OVER 400 BRANCHES IN 
THE UNION OF SOUTH AFRICA 
NORTHERN & SOUTHERN RHODESIA 
KENYA - TANGANYIKA - UGANDA - NYASALAND 
PORTUGUESE EAST AFRICA - SOUTH-WEST AFRICA 
BRITISH WEST AFRICA-BRITISH WEST INDIES-BRITISH GUIANA 
MAURITIUS - EGYPT - SUDAN - PALESTINE - MALTA - GIBRALTAR 
LONDON - LIVERPOOL - MANCHESTER - HAMBURG - NEW YORK (Agency) 





AND TRADE. 
TNL OT TRC LT AS ALLE ALTE I SA AN: LTE LE ET LE: eS TT, 


Head Office : 54 LOMBARD STREET, LONDON, E.C.3 


WORLD-WIDE BANKING SERVICE FOR TRAVEL. 


BARCLAYS BANK (CANADA), 
MONTREAL & TORONTO. 
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MARTINS BANK 


1831 





Manchester 
District Office: 
43 SPRING GARDENS 


London Office: 


68 LOMBARD STREET, 
LONDON, E.C.3. 


Head Office: 7 WATER STREET, LIVERPOOL. 





All descriptions of Banking, Trustee and Foreign 
Exchange Business transacted. The Bank is prepared 
to act as Registrar for Public and Corporate Bodies. 

















The 
ANGLO-FRENCH BANKING 
CORPORATION LIMITED 


CAPITAL: 
AUTHORISED - £2,000,000 SUBSCRIBED AND PAID-UP - £1,250,000 
President: Tue Rr. Hon. Tue Eart or Dersy, K.G., G.c.B., G.C.V.0., P.C. 


DIRECTORS : 
CHARLES LAURENT (Vice-President). 


F. A. SZARVASY (Chairman), VICOMTE DE LA PANOUSE, K.C.M.G., 

STANLEY CHRISTOPHERSON K.C.V.O., C.B. 

R. M. HOLLAND-MARTIN, C.33. JEAN PARMENTIER 

PIERRE MIRABAUD HENRI POUYANNE, C.B.E. ) Joint Gencral 
LORD CHARLES MONTAGU, C.V.O.,D.L,. | S. METZ ) Managers. 


The Bank undertakes commercial banking business of every description 
throughout the world and is specially equipped to assist in the develop- 
ment of trade between Great Britain and France. 


Telephone : 21, LOMBARD ST. Cable Address: 


“ ANGFREBANK, 


MANSION HOUSE 7711 eae ; 
oth LONDON.E.C3, “Venn” 





Capital Paid Up and Reserves - - - £7,777,990 
Deposits, etc., at 31st December, 1930 - £78,562,603 


The Bank has over 570 offices, and Agents in principal towns at home and atroad. 
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AL PROVIN 
BANK AL 


LIMITED 


TOTAL RESOURCES 
Over £312,000,000 












anion 





Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,350 Offices. Agents Everywhere. 


Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 










TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 


AFFILIATED BANKS: 
COUTTS & CO. GRINDLAY & CO., Ltd. 


THE UNION DISCOUNT COMPANY 
OF LONDON, LIMITED, 











_, Telegrams : 39 CORNHILL, ng 
— LONDON, E.C.3. — 


Capital Paid up and Reserve Fund 
£3,000,000 


DIRECTORS 












Arthur Louis Allen Robert Holland Martin, C.B. 
Laurence Currie Archibald A. Jamieson 
The Hon. Sir William H. Goschen, K.B.E. Robert Callander Wyse 


Manager 
ROBERT CALLANDER WYSE 
Sub-Managers 





E. C. ELLEN A. F. E. FOUCAR 
Assistant Managers 
T. E. WHELEN H. V. BERRY A. W. TRINDER 
Secretary 


Cc. W. HOLLIDAY 
Treasury, Bank and First-Class Trade Bills Discounted. 
Money Received on Deposit for Fixed Periods or at Call. 


a Enquiries Invited. 














( iv ) 


DISTRICT BANK 


LIMITED 








Every Banking Facility. 
Agencies Undertaken for 
Foreign Banks. 





13, Spring Gardens, Manchester 
FOREIGN DEPARTMENT 4 2, Castle Street, Liverpool 
76, Cornhill, London, E.C 3 


‘= Spring Gardens, Manchester 
46, Old Bond St., London, W.1 





TRUSTEE DEPARTMENT 


j : , 475, Cornhill, E.C.3 
Total Assets exceed LONDON OFFICES ‘West End Branch, 46, Old Bond Street, W.1 





£58,000,000 LIVERPOOL OFFICE 3, Water Street 





395 BRANCHES ... _... AGENTS EVERYWHERE | 


HEAD OFFICE: SPRING GARDENS, MANCHESTER 





| 





The 
Hongkong and Shanghai Banking Corporation 


(Incorporated in the Colony of Hongkong. The liability of members ts limited to 
the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 


AUTHORISED CAPITAL ese sas ass one $50,000,000 
ISSUED AND FULLY PAID U eve we ave $20,000,000 
RESERVE FUNDS— 
STERLING ee... ose eae ‘es sen = £6,500,000 
SILVER “a ec as oni ia a $10,000,000 
RESERVE LIABILITY OF PROPRIETORS .... $20,000,000 





Heap OrFicE: HONGKONG. 


BOARD OF DIRECTORS: 


Hon, Mr. C. G. S. MACKIE, Chairman, 
Hon, Mr. J. J. PATI;.RSON, Deputy-Chairman. 


W. H. BELL T. E, PEARCE 
A. H. COMPTON J. A. PLUMMER 
B. LANDER LEWIS T. H. R. SHAW 
G. MISKIN J. P. WARREN 


CHIEF MANAGER : V. M. GRAYBURN. 


BRANCHES AND AGENCIES: 
Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 
Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe, Kowloon, Kuala Lumpur, London, Lyons, Malacca, Manila, 
Moukden, Muar, Nagasaki, New York, Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, 
Sourabaya, Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 
COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman, 


A. H. Barlow Sir George Macdonogh, G.B.E., Sir George Sutherland 
D. G. M. Bernard K.C.B., K,C.M.G. A. M. Townsend 
C. A. Campbell The Rt. Hon. Lord Revelstoke Cc. F. Whigham 
MANAGERS IN LONDON: 
Sir Newton Stabb H. D.C. Jones 
Sub-Manager: R. E. N. Padfield Accountant: A. Moncur 


9 GRACECHURCH STREET, LONDON, E.C.3. 
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ROYAL BANK OF SCOTLAND 


(Incorporated by Royal Charter 1727) 





Capital (Fully Paid) - - - . £3,780,192 

Rest or Reserve Fund - - - . £3,780,926 

Deposits - - - - - - £50,387,090 
OVER { 


200 YEARS OF COMMERCIAL BANKING 








With its extensive Branch System throughout Scotland, four 
Offices in London, and Correspondents in every Country in the 
World, the Bank is in close touch with industrial conditions, 
and is in a position to handle every description of British, 
Colonial, and Foreign banking business on very favourable terms. 


CORRESPONDENCE INVITED. 


245 BRANCHES IN ALL. 


HEAD OFFICE: EDINBURGH 


General Manager: Sir Alexander Kemp Wright, K.B.E., D.L. 
AFFILIATED BANK - - - WILLIAMS DEACON’S BANK LD. | 


(Members of the London Bankers’ Clearing House.) | 























~~ Se l 
THE BANK OF CHINA 


through the medium of its 


94 BRANCHES 


throughout China is able to offer 


COMPREHENSIVE BANKING SERVICE 


to bankers and others seeking new contacts in China. 


TRADE ENQUIRIES 


will be welcomed at the 


LONDON OFFICE: 34, Old Broad Street, E.C.2. 





HEAD OFFICE: 22, The Bund, SHANGHAI. 
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THE 

BRITISH OVERSEAS BANK 
LIMITED 


Capital Authorized - - - - £5,000,000 
Issued and Paid-up- - - - - £2,000,000 
Reserve Fund - - - - = - £225,000 








Through its world-wide connections and agencies the Bank 
is able to offer to its clients at home and abroad exceptional 
facilities in foreign exchange and in the financing of every form 
of foreign trade, and also to provide up-to-date credit reports 
and information as to international business conditions. Corre- 
spondence invited. 


33 GRACECHURCH STREET 
Lombard Court, LONDON, E.C.3 


Tehuarenbte Adie cq J (Inland) : “‘ SAESREVO, W1RE, LONDON ” 
"ICLTse d ‘Ss " ° " pin 

sith \ (Foreign) : ‘‘ SAESREVo, LONDON 
Telephone No. MANSION House 7842. 








Affiliated Institution in Poland : 
ANGLO-PotisH Bank. Limite, WARSAW. 


OTTOMAN BANK THE 
voonoterreoeeaveasce | |) LONDON& EASTERN 
CAPITAL, £10,000,000. TRADE BANK LTD. 


PAID UP, £5,000,000. 
Gah Bisons tat cit (Established 1920) 


London Office: 
26 THROGMORTON ST., E.C.2. ae 


Manager: E. W. H. BARRY 
Deputy Manager: R.S.C. PEARCE 
Assistant Manager and Seeretary: W. P. SHEPPARD =e — 
Sub-Managers: F. FISHER, G. FL KERR. Telegraphic Address : 


EASTRABANK, LONDON. 
PARIS: 7 RUE MEYERBEER 
ISTANBUL (formerly Constantinople) and 
throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. CAPITAL 
MARSEILLES: 38 Rue St, Ferréol. 
NICE: 13 Place Massena. AUTHORISED = £1,000,000 
EGYPT: Alexandria, — Ismailia, Mansura, 
Minya, Port Said. 
PALESTINE: Jerusalem, Jaffa, Haifa, Nablus. SUBSCRIBED & PAIDUP £600,000 
TRANSJORDANIA: Amman. 
CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 




















Paphos. oamiie : : — 
|| Filiale for SYRIA: Banque de Syrie et du Grand Liban. Specially organised for 
|| GREECE. IRAK. PERSIA. TUNIS. 


the financing of trade with 
— Europe and the Near East — 


(Over 80 Branches in the Near East.) 





The Bank has been established for over 60 years, 





and has its own Branches or Agents in every 
important commercial town in the Near East 
Drafts and Telegraphic Transfers issued. Letters 
of Credit gromted Exchange and _ Insurance INQUIRIES INVITED 





operations effected 
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Capital (paid up) 
Reserve Fund (31/12/1930) ,, 
Total assets (,, 4,5. ) »»4,594,455,081$57 


@ Over 400 years ago, Balboa crossed the 
Isthmus of Panama from the Atlantic Coast 
and discovered the Pacific Ocean. 


@, To-day, the Isthmus is traversed by the 
Canal, while other vital arteries of modern 
commerce are provided elsewhere by the 
great railway systems which link the two 


Oceans. 


G, The great and growing trading develop- 

ment of the New World is also largely 

dependent upon complete international bank- 
ing facilities, and these are afforded 





THE ANGLO-sOUTH 
AMERICAN BANK LTD 


llI7 OLD BROAD ST, LONDON, E.c.2 

















BANCO DE 
PORTUGAL 


ESTABLISHED 1846 


Head Office : 
Rua do Comercio, 148 
LISBON 


Telegraphic Address: ‘‘BANGAL” 





Governor : 
1. CAMACHO RODRIGUES 


Vice-Governor: 


Dr. J. DA MOTTA GOMES, Jnr. 


Directors : 
A. J. PEREIRA, Jnr 
Dr. F. EMYGDIO DA SILVA 
Dr. J. CAIRO DA MATTA 





Dr. M. A. DO CASAL, RIBEIRO DE CARVAI,HO 
R. LEAO 
D. DE SOUSA E HOLSTEIN BECK 
H. MISSA 
Dr. J. EMAUZ LEITE RIBEIRO 
F. MEIRA 
Esc. 13,500,000$00 


3,222,039$73 


27 Branches throughout Portugal 


Correspondents in all important places abroad 





BANCO CENTRAL 
DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 
Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND ExX- 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 
Paid-up Capital Bs.25,687,075 
Reserve Fund - - Bs.6,155,826 


Telegraphic Address: “‘ NAVIANA.” 


Head Office: LA PAZ. 


BRANCHES : 


Cochabamba, Oruro, Potosi, Riberalta, Santa 
Cruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL AND RESERVE FUNDS - - £3,600,000 


Head Office: 
38 St. Andrew Square, EDINBURGH. 


OVER 200 BRANCHES THROUGHOUT SCOTLAND. 


London Office: 
38 Threadneedle Street, E.C. 2. 


Where accounts may be opened on usual London terms. 








Capital Subscribed and Putty Paid . - Yen 100,000,000 
Reserve Fund - - - 7 Yen 115,000,000 


Head Office: YOKOHAMA. 


Brancues and AGenciesat Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Lyons, Manila, N aki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de 
Janeiro, Samarang, San Franc isco, », Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 







The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 





London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 


NATIONAL BANK OF EGYPT, 


(Incorporated in Egypt. Liability of Members ts Limited.) 


HEAD ‘OFFICE - CAIRO. 








FULLY PAID CAPITAL - - - - : £3,000,000. 
RESERVE FUND .- - - - : - £3,000,000. 


<a 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


BANQUE BELGE POUR L’ETRANGER 5.A. 


Filiale de (Limited Company Incorporated in Belgium ) 
CAPITAL : Subscribed Frs. 200, 000, 000 Paid up Frs. 158,424,125 RESERVES Frs. 130,000,000 
, eae OFFICE: Savessss, 86 —, one Colonies. 


,) LING (PEII G), SHANGHAI, TIENTSIN, 
HA? KOW 


LONDON OFFICE: ‘4 Bishopsgate, E.C.2. 
Manager: A. S. DONNAY rector), 


Branches : PAKIS (12 Ilace 


London Committee: Messr-. |. 5. Haskell, A. F. Buxton, ile Francqui, Chevalier de Wouters, 
F. Haegler (Honorary Gener wer) and DONNAY 
AFFILIATED BANK ELGIUM I MBURG Isoin FRANCE and GERMANY. 
ALLIED BANKS in Austria, Bulgaria, ia, |} fol H rary, Italy (Tyrol), Morocco, Poland, Rumania, Spain 
ind Yug i 
Correspondents in all parts of the World. 


AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE 
LETTERS OF CREDITCOLLECTION OF CLEAN AND DOCUMENTARY DRAFTS. 


klGN EXCHAN eciality ; FOREIGN RRENCIES bought and sold for immediate or forward delivery, 


e ing traders to secure the exchange for their contracts in th rrency of the ntry of their customers. 
All kinds of banking in lertaken 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. Uncorporated in Japan.) 


ET HTT 


=-— See 








ANGLO-PORTUGUESE COLONIAL AND OVERSEAS BANK 





9 BISHOPSGATE, LONDON, E.C.2 LIMITED 
vitamin, tame Capital authorized sa a £1,500,000 cmmepeaaaien 
Issued and fully paid - - £1,000,000 


Sole London Representatives of : 
BANCO NACIONAL ULTRAMARINO, LISBON 


AND ITS OFFICES IN 


PORTUGAL, THE PORTUGUESE COLONIES, BRAZIL AND BOMBAY 
AND OF 


BANQUE FRANCO - PORTUGAISE D’OUTREMER, PARIS 


The Bank places at the disposal oF its clients a complete 
international banking service, 


. || | BANQUE COMMERCIALE ROUMAINE | 


”.) société anonyme 










Authorised Capital - . - Lei 500,000,000 

Paid up Capital - - - Lei 300,000,000 
Reserve Fund - - - Lei 115,500,000 

”), Registered Office: Bucarest, Strada Smardan No. 3. 

n, I Branches : Bucarest, Calea Victoriei No. 29; Braila; Constantza, Craiova, 

de I Galatz and Ploesti. 

m, BOARD OF DIRECTORS: 

1d President: Prince de Brancovan. Vice-Presidents : Messrs. Maurice Boutry and Chevalier de Wouters 

d Hon. Vice-President: Mr. P. Barbé. 


ALL BANKING TRANSACTIONS CARRIED OUT. 
Telegraphic address: COMRO. 
| Telegraphic address of the Bucarest Branch: VICTOCOM. 





i, | BANQUE TURQUE POUR LE COMMERCE 
ET L’INDUSTRIE 


| Société Anonyme 


00. ISTANBUL, TURKEY, P.O.B. 594 
™ | Capital Paid Up - - - -  Ltqs. 1,000,000 


t Telegraph Address ; TURCBANK, ISTANBUL 


} GENERAL BANKING BUSINESS AT MOST 
ADVANTAGEOUS CONDITIONS 



















A. M. BONNER, L* "t= 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 
Monument 0794 City 1956 














DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND a DATING MACHINES, COMPANY — 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 









BANK OF ESTONIA 


(EESTI PANK) 
Head Office: TALLINN (REVAL), ESTONIA 
Telegrams: * Eestipank”’ TALLINN. 
Branches: TARTU, NARVA, PARNU, VILJANDI, VALGA, VORU, PETSERI, 
RAKVERE, HAAPSALU, PAIDE, KURESAARE. 
Capital Paid Up - . - . - Ekr. 5,000,000 
Reserve Fund - - - - - - Ekr. 4,927,000 


CORRESPONDENTS IN LONDON: 





BANK OF se ND 
ROYAL BANK OF SCOTLAND. ARCLAYS BANK LIMITED, Foreign Branch. 
MIDLAND BANK LIMITED PLOyDS BANK LIMITED. 


THE CHASE NATIONAL BANK OF THE CITY OF NEW YORK, LONDON. 


PROVIDENT MUTUAL : | 
LIFE ASSURANCE ASSOCIATION | 


HEAD OFFICE - - - 25-31, MOORGATE, LONDON, E.C.2 : 
ESTABLISHED 1840, : } 


(1) VERY LOW RATES for Death Duties. > | 

















(2) EXCELLENT BONUSES—With Profit Policies. 
(3) PREMIUMS can be paid MONTHLY by BANKER’S ORDER. : 
relephone : Merropo.iran 8014 (5 lines). Cc. 8. ¥. COUTTS, 
Manager and Actuary, 
OESTERREICHISCHES CREDIT-INSTITUT 
FUER OEFFENTLICHE UNTERNEHMUNGEN UND ARBEITEN 
(Austrian Credit-Institute for Public Enterprises and Works) 
VIENNA, I. 
Telegraphic Address : Kreditinst. Founded 1896. 
Emission of Gold Mortgage Bonds and Trustee Securities. 
London Correspondents : ) 
Seligman Brothers Ltd. Fredk. Huth & Co. } 
ee 
El Banco Internacional | 
B 
del Peru, Lima 
Established in 1897 | 
Capital and Reserves: | 


Soles Oro 4,750,000.00 | 


Undertakes all classes of Banking Operations 
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The 
Economic Fournal 


The Quarterly Journal of the ROYAL ECONOMIC SOCIETY 
MARCH 1931. 


7 


CONTENTS. 

The Second Industrial Revolution. Prof. 
H. Stanley Jevons. 

A Statistical Contribution to the Theory 
of Women’s Wages. Prof. P. S. Florence. 

Schumpeter and the Conception of Static 
Equilibrium. Doreen Warriner. 

Spending the National Income. A. E. 
Feavearyear. 

Recent Changes in the London Gold 
Market. P. Einzig. 

The South African Reserve Bank. M. H. 
de Kock. 

Price Six Shillings net. 
London : Macmillan & Co. Ltd. St. Martin's St., W.C.? 


Applications for Fellowship to The Secretary, 
Royal Economic Society, 9 Adelphi Terrace, 
Strand, London, W.C.2. 
Annual Subscription, {1 1s. od. The Member- 
ship Subscription now covers the receipt of the 
following : 
THE ECONOMIC JOURNAL. Quarterly. 
Economic History (about 150 pp.) Annual. 
Statistical Bulletin on Economic Conditions 
in Great Britain. Quarterly. 
Report and Statistical Bulletin on Current 
Economic Conditions in Europe. Annual. 
Special Memoranda. One or Two Annually, 
and sundry important publications at reduced 











prices. Life Composition, f10 1os. od. 








STATE BANK 
OF THE U.S.S.R. 
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A Banker’s Diary 


Mid-April—Mid-May 


IXARLY May witnessed a further decline in money rates, 
representing the first major change for just over a year. 

The movement began in America with a 
The Fall in series of reductions in the buying rates 
Money Rates for bankers’ acceptances, which brought 

the rate for short maturities down to 
I, per cent. Then the Boston and Philadelphia Reserve 
Banks reduced their rediscount rates by }$ per cent., 
and a day later, on May 7th, the New York Reserve 
ek reduced its own rediscount rate by } per cent. 
to the record low level of 1} per cent. Several of the 
interior Reserve Banks followed suit during the next 
few days, and a further cut of } per cent. was made in 
the New York rate on bankers’ acceptances. The net 
result was a general reduction of }$ per cent. in 
American money rates. 


THE authorities in London at once responded to the 
American decline. The day after the fall in the New 
York rediscount rate was announced, the 

The Bank [| ondon market discount rate was unpegged 

Rate i ; . 

Reduction @2d left free to fall below the rate of 
2 i per cent. previously thought desirable. 

It at once fell to 2}—, per cent., and the Treasury bills 
issued on May 8th went at approximately the same rate. 
The following week money was not too plentiful, as the 
Stock Exchange was borrowing a fair amount to finance 
the prevailing activity in gilt-edged securities. Further- 
more the unpegging of the mz itket discount rate caused 
the New York and Paris Exchanges to move against 
London, and so it looked as if Bank rate might remain 
at 3 per cent. In making their decision upon May 14th, 
the Bank authorities doubtless had all these facts in 
mind, and in particular must have realized that if 
discount rates fell much below 2} per cent. there was 
a risk of an out-flow of French short money which might 
conceivably prove serious enough to cause gold to be 





} 
f 


_ 
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shipped to Paris. Nevertheless, they decided to take 
the risk, and on May 14 Bank rate was reduced to 
2} per cent. 


In reaching their decision, the authorities probably 
realized that a fall of 4 per cent. in Bank rate would 
not on this occasion mean a further fall 


‘Seid bs .__ of $ per cent. in the market discount rate. 
= Preparations for the 5 per cent. War Loan 


dividend, due on June I, necessitated 
ree heavy issues of Treasury bills during the 
closing fortnight of May, and as Treasury bills maturing 
during that period happened mainly to be held in special 
quarters, there was little danger of discount rates falling 
through a lack of bills. Again, the clearing banks were 
unable to follow the fall in Bank rate by lowering 
their ordinary London Deposit rate or their rate for 
loans to the money market, for the present level of 
banking expenses and the risk of losing some of their 
deposits to savings banks and building societies made 
such reductions quite out of the question. This means 
that clearing bank loans to the money market still cost 
borrowers 2 per cent., and so the market discount rate 
cannot fall below this level. Immediately after the Bank 
rate reduction, three months’ bills were quoted at 2} per 
cent., but the rate subsequently eased to 244 per cent. 
Even so it is true to say that discount rates have not 
fallen fully in sympathy with the Bank rate reduction, 
nor have the rates charged by the banks for their loans 
or paid by them on their deposits. Thus the reduction 
in Bank rate has had only a limited effect upon the 
money market, and very little upon industrial and 
commercial borrowers. It is difficult to resist the 
conclusion that the chief motive behind the reduction 
was to create a more favourable atmosphere for con- 
version operations. 


So long as London discount rates remained pegged, the 
chief foreign exchanges moved in favour of sterling 
._ until, on May 7, Paris was quoted at 

bi Fn Frs. 124°47, New York at $4-86}4, and 
Berlin at Mks. 20-42}. The fall in London 

money rates during the ensuing days caused a general 
reaction in sterling, and by May 15, New York was 

8s 
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quoted at $4-863, Paris at Frs. 124-28, and Berlin at 
Mks. 20-413. This reaction supported the general belief 
that the recent strength of sterling rested mainly upon 
the influx of short money into London, attracted there 
by the relatively high rates in force until early in May. 
If so, the situation needs watching closely, but some 
encouragement may be derived from the fact that by 
May 20 sterling had rallied to $4-86;% against New 
York, Frs. 124-36 against Paris, and Mks. 20-423 against 
Berlin. As regards other rates, pesetas fluctuated widely 
during the disturbances in Spain, and Swiss francs appre- 
ciated above par when Bank rate was reduced. South 
American rates have been weak, while in the Far East 
silver appears to have stabilized at the low level of just 
over 13d. per ounce. 


THE April figures for the nine English clearing banks 
were somewhat disappointing. Acceptances fell from 
{121-5 to {115-3 millions, or practically 
Clearing back to their January level. Such a 
Bank reaction is not indicative of a revival in 
Averages trade. Deposits too were £38-2 millions 
lower at £1,735:71 millions, and it looks 
as if competition from outside quarters is making itself 
felt. If so, it is easy to understand the clearing banks’ 
decision not to lower their deposit rates in conformity 
with the Bank rate reduction. To meet the reduction 
in deposits, the banks mainly allowed some of these 
bills to run off, discounts falling from {240-4 to {211-0 
millions. Investments fell from {311-1 to {308-5 
millions, but there was a somewhat inexplicable increase 
from £936-0 to £940°3 millions in advances. Cash was 
reduced from {184-0 to {178-5 millions. This probably 
reflects the Easter currency withdrawals by the public, and 
the mobilization of funds by the Treasury later in the 
month in preparation for the dividends due on May Ist 
on Funding Loan and other Government stocks. 


EARLY in May, a statement was issued to the effect 
that partly owing to losses incurred on the taking over 
of the Bodencreditanstalt when that insti- 

The Credit- tution got into serious difficulties and 
Anstalt partly to the need for writing down bad 
debts and investments, the Credit-Anstalt 


a ——— ~— — 
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of Vienna was faced with a loss amounting to 140 million 
schillings. As the bank had paid-up capital of 125 million 
schillings and reserve funds of another 40 million 
schillings, it was clear that its solvency was in no way 
endangered. At the same time, the bank found itself 
depleted of its working capital, and had also lost the 
margin of security which is the main purpose of a bank’s 
internal liabilities. To rectify this position, joint action 
has been taken by the Austrian Government, the Austrian 
National Bank, and the Rothschild interests, and the 
Bank for International Settlements made the offer of a 
special rediscount credit. The concrete action taken 
is that the Austrian Government is subscribing for 
new shares in the Credit-Anstalt. These shares are 
not to be held permanently by the Government, but 
will be disposed of as circumstances permit. Their 
subscription will not fall upon the current budget, but 
will be financed by a special issue of three-year Treasury 
bonds. All these proposals were announced at the 
same time as the statement was made concerning the 
losses of the bank, and so the disturbance that could 
easily have arisen from the news of the bank’s difficulties 
was minimised, and the losses fall upon the shareholders 
alone. It is generally recognized that the whole trouble 
is due to Austria’s economic difficulties, and financial 
opinion is mainly disposed to congratulate all concerned 
for the masterly way in which they have handled a very 
delicate situation. 


FOLLOWING upon their rejection of the Government’s 
bill for arbitrarily inflating the currency, the Australian 
Senate have rejected the Commonwealth 

AueeSian Bank Act Amendment Bill, which em- 
Bank Bill Powered the Government to commandeer 
the Bank’s gold reserves, and required the 

Bank to issue currency up to a limit of £60,000,000 with- 
out a gold backing. In view of the difficulties the Govern- 
ment are labouring under in meeting their current 
commitments in London, it is easy to understand the 
motives behind the measure, but the Senate’s vote was 
a foregone conclusion when once they had taken the 
unusual step of calling upon Sir Robert Gibson, the 
chairman of the Commonwealth Bank, to give evidence 

$2 
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on the bill at the Bar of the Senate. Sir Robert denied 
that he and his colleagues were acting under pressure 
from the Bank of England, and was equally emphatic 
on the objections to a fiduciary note issue or to any 
departure from the gold standards. On the other hand, 
much as he disliked the proposal to ship gold to London, 
he preferred it to the alternative of a default by Australia 
on her external obligations. Questioned by the Senate, 
he said there was a third alternative to gold shipments 
or default, and while he was not free to explain himself, 
Senators had no doubt as to his meaning. This, too, 
is the real significance of the Senate’s rejection of the 
bill. It is a vote for bringing nearer the date at which 
the electors of the Dominion will be invited to give 
their verdict in favour of a return to the paths of sound 
finance. 


Are Bankers to Blame for the 
Trade Depression ? 


By Dr. T. E. Gregory 


HE view that the cure for trade depression lies in 

the hands of the banking community rests upon 
two pillars. In the first place, it is true, broadly 
speaking, that under modern economic conditions busi- 
ness expansion is impossible without financial support 
—and the finance necessary for expansion is obtained 
through the channels of the banking system. In the 
second place, it appears to be historically the case that 
cycles of good and bad trade began to appear at a time 
which coincides with the birth of the banking structure. 
Alternating periods of boom and depression can be 
traced back to the end of the seventeenth century, if 
not earlier. But by that time the banker had already 
made his appearance. Moreover, it is not difficult to 
construct a detailed theory which will explain how 
bankers can affect the fluctuations of trade. When 
business men are for any reason in an optimistic mood, 
bankers catch the prevailing optimism and are induced 
thereby to lend more freely : moreover, it is safe to lend 
more freely at such a time, for the rising tide of trade and 
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prices for the time being does make it not only easier to 
lend, but easier to lend without the risk of loss. After a 
time, bankers feel the necessity for “‘ putting on the 
screw ’’; this makes business less profitable, and having 
started a downward movement the trend is continued 
by its own momentum. For losses now begin to appear, 
and these losses breed further losses, so that it actually 
does become less profitable and less safe to lend. 

Granted the attractiveness, as well as simplicity, of 
the theory outlined above, how far does it really go in 
establishing the thesis it is sought to prove? It is at 
this point that the difficulties begin. Firstly, it does not 
follow that, because bankers are responsible for initiating 
a period of good trade or of bad trade, they can neces- 
sarily bring either phase to an end against the wishes, 
and without the co-operation, of the business com- 
munity. An individual can start a car running at break- 
neck speed down a hill, and this does not prove that he 
can stop it half way. 

Secondly, even if bankers possessed the power to 
cure a depression—that is, to initiate a new upward 
phase of business—it does not follow that they know, 
as things are, how to use that power. The whole world 
of business may move upwards or downwards upon the 
tide of credit, but it may not be the case that bankers 
know how to control the tide. The banking mechanism 
is after all in the hands of individuals, and though it might 
be made to behave in a certain way if a different set of 
individuals were in control, it does not follow that the 
present managers of the credit mechanism are the 
best fitted to alter the behaviour of the machine. More- 
over, the present managers of the machine have a prima 
facie justification for working it on the lines they do. 
They lend more when business appears improving, and 
exercise increased caution when times are bad. If they 
refused to lend freely when times appeared good, they 
would find themselves opposed by the public feeling of 
the business world, and would bring upon their heads 
the resentment which is now vouchsafed to them in 
bad times. 

Added to all these points, it must be borne in mind 
that the “banking world” does not consist of a 
homogeneous group. In Great Britain, the supply of long 
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period investment capital is in the hands of one group, 
the supply of short-term commercial credit in the hands 
of another group, whilst the function of supplying the 
ultimate basis of credit and safeguarding the founda- 
tions of the entire structure is in the hands of a separate 
institution, viz., the Central Bank. It might well be 
the case that policies possible under a unified structure 
are impossible under a diversified one. 

The moral to be drawn is not that bankers can do 
nothing at all, but that the difficulties of doing something 
effective are very great. Broadly speaking, the key to 
effective action lies in preventing the upward phase of 
business activity from being too violent; for the ensuing 
depression is usually proportionate to the previous rise. 
This in fact means that bankers have to act in opposition 
to the current trend of business opinion, which requires 
not only a good deal of moral courage, but an alteration in 
outlook. For, in fact, bankers do not deal with “ trade ”’ 
as a whole, or with “industry”’ as a whole, but with 
individual traders and with individual industrialists. To 
attempt to cut off customary supplies would involve from 
the standpoint of the individual banker the risk of losing 
a good customer to a competing banker. Thus action 
which might be good for the community as a whole may 
be rendered impossible by the competitive nature of the 
banking business. Action of the kind contemplated 
would be impossible without an agreed point of view 
among all the banks, and without active and continuous 
co-operation among them. But it is not difficult to see 
what charges of undue monopoly would be brought 
against the “Money Barons” by the business 
community ! 

It is possible also to argue that recovery from a 
trade depression would be made much easier if bankers, 
instead of nursing a volume of productive capacity much 
in excess of possible demand, in the hope of subsequent 
recovery, were to use the pruning knife freely, cut their 
losses and recoup themselves by a speedier ending of the 
depression. In certain cases, where it is clear that a 
permanent recovery is almost impossible for all the firms 
in an industry, joint action on these lines may be possible, 
but the difficulties are immense. Bankers cannot tell 
what the future profitable limits of the industry are likely 
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to be; immense resentment is likely to be aroused; 
and, since not all the banks are equally interested, it 
might be, and in all probability would be, very difficult 
to secure joint action. Action on these lines is easier 
under Continental conditions—where banks supply long- 
as well as short-period capital to industry—than it is in 
Great Britain or the Dominions, where these functions 
are less closely associated, and where the business com- 
munity has not had to submit to a long period of discipline 
of the kind familiar in Continental Europe. While the 
difficulty of co-operation during a period of good trade is 
great, still it is less than that of improvising an emergency 
policy when the tide has turned. 

Possibly the best hope for the future lies in a combined 
action by the Commercial Banks and the Central Bank. 
The former are responsible for the distribution of credit, 
the latter for creating the supply of Cash and Bankers’ 
Reserve Balances upon which an expansion can be built 
up. Experience in the U.S.A. during the last boom 
showed that a Central Bank is powerless 1f the distributive 
agencies are hostile in part or in whole, and American 
experience further proved that if action is unsuccessfully 
undertaken to check a boom the loss of prestige which 
ensues makes subsequent action all the more difficult. 
In Great Britain, where the Central Bank enjoys great 
prestige and moral authority in the Money Market, the 
risk that its policy will be deliberately flouted is happily 
remote. What is required is a development of technique 
on lines already familiar. The moment for repressive 
action to be taken must be judged to have come when 
business activity shows signs of exceeding a certain limit, 
not when reserves have fallen below a certain figure. 
But the task of repressing undue exuberance will be made 
much easier if the Central Bank on these occasions can 
act after consultation with, and with the co-operation of, 
all the banking agencies of the country. 

We are at the moment passing through a world 
depression of unparalleled magnitude. Moreover, even 
before the rest of the world became gravely stricken, we 
were struggling with particular difficulties of our own. 
One feature of the present crisis is the degree to which it 
has been accompanied (either as cause or effect) by 
political upheaval and lack of faith in the future of a stable 
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government. Consequently, if one asked, what can be 
done by bankers? I should be inclined to say that before 
bankers can do much the politicians must do something. 
But, within the sphere appropriate to banking action, I 
would say that an znternational policy of low bank rates 
and vigorous open market purchases represent as much as 
can be expected. Even such an international policy 
is likely to be robbed of its fruits unless the political 
environment is such as to tempt the investor to take up 
securities. Otherwise there will merely be a _ long 
continued era of cheap money in the markets without anv 
desirable repercussions on employment and on trade. 





The Budget—A Banking View 


R. SNOWDEN’S third budget was much less 
M srectacular than had generally been anticipated, 

and in fact left the impression behind it that 
he was temporizing in the somewhat optimistic hope 
that before he had to open his next budget either trade 
would have improved or he would have been able 
to persuade his colleagues to moderate their demands 
upon the public purse. By making as sanguine an 
estimate as he could of the revenue for the coming year, 
and by praying in aid the British Exchequer’s share of 
the Young Loan (amounting to about {£9,000,000) as a 
justification for reducing the allocation for National 
Debt Service from his self-imposed figure of £360,000,000 
to the nominal figure of £355,000,000 fixed by Mr. 
Churchill, Mr. Snowden was able to budget for a deficit of 
no more than £37,000,000. To meet this gap he made 
three specific proposals. The first was to appropriate 
£20,000,000 from the Dollar Exchange Account, and this 
is discussed in detail on a subsequent page. The second 
was the partial withdrawal of the concession made during 
the war to certain income-tax payers whereby they could 
pay their tax in two equal half-yearly instalments. 
Henceforward they are to pay three-quarters of their 
tax in January and one-quarter in July, and as the new 
procedure only comes into force next January, the 
Chancellor will obtain during the financial year 1931-32 
a half instalment next July and a _ three-quarter 
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instalment next January, or five-quarters in all. This 
will provide him with an extra {10,000,000 of revenue, 
and inflict a corresponding though temporary burden upon 
the tax-payers concerned. Finally he has raised the 
petrol duty from 4d. to 6d. per gallon, and this will yield to 
him the remaining {7,000,000 needed to meet the deficit. 
The other main specific proposal in the budget was the 
inception of a scheme for imposing a tax of one penny in 
the pound on the capital value of land. Two years will 
be needed to complete the preliminary work of valuation, 
and so the tax will not come into force until 1933. Re- 
verting to the current budget, it will be noticed that the 
Chancellor has been as optimistic as he has dared, both 
in his estimate of revenue and in his failure to make any 
allowance for additional expenditure. His draft on the 
Dollar Exchange Account is, as explained below, an 
appropriation from the Exchequer’s reserves, and his 
change in the procedure of collecting income-tax is an 
appropriation from the tax-payers’ reserves. The only 
new permanent source of revenue, in the strict sense of the 
last word, is the increase in the petrol duty, and there is 
no doubt that the City would have considered it to have 
been sounder and wiser finance, if Mr. Snowden had had 
resort to some of the traditional and well-tried sources of 
indirect taxation. 

From the purely banking standpoint the most 
interesting part of the budget was Mr. Snowden’s pro- 
posal to appropriate £20,000,000 of the £33,000,000 now 
existing in the Dollar Exchange Account. The origin of 
this account is not very clear, but to judge from evidence 
given a year ago before the Select Committee of Public 
Accounts, £53,000,000 was set aside for this purpose out of 
Votes of Credit passed during the war, and £20,000,000 
has since been repaid. The balance of £33,000,000 was 
used as a revolving fund for the purpose of purchasing 
at opportune moments the dollars needed to meet the 
half-yearly instalments of the debt due to America. 
Mr. Snowden announced in his budget speech that 
owing to the conclusion of the Hague agreement and the 
foundation of the Bank for International Settlements it 
had been possible to arrange for the sums due to us in 
respect of reparations and the French and Italian war 
debts to be credited to us in dollars at the Bank for Inter- 
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national Settlements. This automatically provided the 
exchange used for the American debt, and unless a break- 
down occurred in the Young Plan, the Dollar Exchange 
Account was no longer needed. In these circumstances 
Mr. Snowden felt justified in appropriating a further 
£20,000,000 from this account, and using it to meet 
current expenditure. This operation has given rise to 
several misconceptions. The first was that the whole of 
this Reserve Fund was maintained in dollars, and that 
therefore the appropriation of {20,000,000 would mean 
that $100,000,000 would be thrown upon the market. 
This theory was, immediately after the presentation of 
the budget, so widely accepted as to affect the New York 
Exchange, but a moment’s reflection will show that inas- 
much as the Account represents a revolving fund it is a 
matterof chance howmuchof it is in sterling and how much 
in dollars at a particular moment. It is conceivable that 
since the conclusion of the arrangements referred to above 
the major part of the fund has been kept in sterling, and 
inasmuch as it is against Treasury practice to immobilize 
balances of this character, it is possible that the fund has 
long ago been lent to the Treasury as a ‘‘ Ways and 
Means Advance from Public Departments ”’ and used by 
the Treasury for its normal purposes. Thus so far from 
this operation involving a large-scale sale of dollars, it 
may reduce to a mere piece of book-keeping. On the other 
hand, it is necessary to dispel another misconception. 
Whatever its origin, and whatever form the fund now 
takes, its partial diversion into the revenue account of 
the Kingdom is an appropriation from reserve. Sir 
Richard Hopkins said in evidence before the Public 
Accounts Committee that this fund was a capital sum, 
and Mr. Snowden is using it to meet current expenditure. 
These are facts the implications of which should be fully 
realized. 





An Australian Warning 


HE suspension of the New South Wales State 
Savings Bank, even though its full effects are 
being mitigated by the immediate steps taken to 
merge it with the New South Wales Commonwealth 
Savings Bank, comes as a serious warning of the dangers 
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that may arise not only from an unsound and revolutionary 
administration of public finance but from too close an 
identification of banking functions with those of Govern- 
ment. From its inception the New South Wales State 
Savings Bank, which must not be confused with the 
companion institution administered by the Common- 
wealth Bank which has now taken it over, was a State 
Government concern. Possessing 192 branches and 642 
agencies, on June 30, 1930, the latest date for which 
its accounts are available, it had 1,025,109 active open 
accounts and 304,000 non-active accounts with balances 
of less than {1. At that date its deposits amounted to 
£70,000,603 to which must be added £10,824,000 for a 
subsidiary department called the Rural Bank Depart- 
ment. The Savings Bank proper had then a reserve fund 
of £1,500,000. The chief assets of the Savings Bank on 
June 30, 1930, were :— 


£ 

Cash .. 1,750,000 
Call Loans (at banks ‘and N. ry W. Treasury) 4,161,000 
Fixed deposits at banks... 5,463,000 
Fixed deposits at N.S.W. Treasury 5,582,000 
Investments in State and Federal Govern- 

ment securities .. ae 33,200,000 
Inscribed stock (Rural Bank ‘Dept. ) es 4,423,000 
Inscribed stock (Advances for Home Dept.) 10,819,000 
Municipal Council Loans .. - es 3,017,000 
Mortgage Loans, etc. as “ “< 2,833,000 
Debtors - se <3 ‘i ua 20,360 
Premises ne ae Lo - - 1,750,000 


The Rural Bank Department possessed at the same 
date cash and cash balances £655,000, fixed deposits 
(short) £1,675,000, Government Securities £482,000 and 
loans and advances to customers £14,580,000. 

These figures illustrate part of the weakness of the 
bank. The Reserve Fund of £1,500,000 was more than 
balanced by the value of the bank’s premises alone, and 
the wisdom of the banks very heavy expenditure upon its 
new head office a few years ago was sharply questioned 
at the time by competent Australian banking opinion. 
This, however, is only a minor point. The essential 
cause of the trouble seems to be that the New South 
Wales Government have drawn heavily upon the bank, 
their own creation, to supply their current financial needs. 
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Apart from the bank’s actual investments, which in part 
at least must consist of New South Wales Government 
stock, the accounts show a special sum of £5.5 millions 
on “ fixed deposit ’’ with the New South Wales Treasury, 
and perhaps it is sufficient to state that no such item 
figures in any British bank balance-sheet. The accounts 
also show that an unspecified portion of the bank’s call 
loans had been granted to the State Treasury. 

Another criticism which had been voiced was that the 
bank had made substantial loans against real estate 
whose value has lately depreciated as a result of the 
trade depression. To judge from the accounts, this 
criticism must attach more to the Rural Bank department 
than to the Savings Bank proper, and in any case it is 
difficult to assess its validity from the information 
given in the balance-sheet. 

Now within limits there is no objection to a Savings 
Bank granting loans to, or buying stock issued by, the 
State Government, nor is there any objection to its 
lending money upon mortgage in order to assist farmers to 
buy and develop their land, and so to forward agriculture. 
Theoretically, too, there is no objection to a Government 
owning or operating a bank provided that it does so on 
the lines established by experience and tradition. Prac- 
tically, however, grave objections inevitably arise. The 
temptation of a needy State Treasurer to use the bank 
owned by his left hand as a means of filling the deficit 
yawning under his right hand is almost irresistible. 
The temptation before him and his colleagues to use the 
bank’s funds to promote artificial prosperity in the 
country to the redounding credit of the administration 
are very difficult to withstand. The temptation to 
attract deposits by offering too favourable rates, with 
the object of demonstrating how rapidly a Government 
can build up a big and successful bank, is equally com- 
pelling. Finally the delusion that the bank’s credit and 
that of the State can mutually support each other without 
limit is again very likely to arise in the minds of those 
who seek to combine the professions of banker and 
State Treasurer. 

These dangers are to some extent theoretical, and there 
is no reason to suppose that the Commissioners respon- 
sible for the administration of the bank ever fell short of 
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their high sense of duty. The fact is that Mr. Lang, 
when he advanced by precept and practice his policy of 
debt repudiation, struck a mortal blow at his bank. The 
insensate nature of his proceedings is shown by the fact 
that at a time when his bank had a substantial proportion 
of its funds lent in one way or another to his Government, 
he began to talk about the impossibility or unwisdom of 
his Government’s meeting its commitments. No wonder 
that the depositors became scared at the prospect of their 
deposits vanishing into thin air, and no wonder that 
during recent months heavy withdrawals set in, which on 
April 23 culminated in the bank’s suspension. 

To obviate wide-spread ruin emergency legislation 
was passed merging the bank in the Commonwealth 
Savings Bank. A provisional moratorium was fixed, 
with special facilities to needy depositors. Thus per- 
manent loss to the bank’s customers has apparently 
been avoided, and at the worst they are faced with the 
prospect of some inconvenience. The episode, however, 
will serve as a salutary warning. Apart from the fact 
that in practice banking can only be conducted success- 
fully by experienced bankers and not by politicians or 
Government officials who will always be faced with the 
impossible test of having to judge fairly between them- 
selves as borrowers and themselves as lenders, it shows 
that once a Government begins to undermine its own 
and its nation’s credit, disaster quickly falls upon those 
sections of the community that are least able to bear it. 





The Neo-Protectionist Controversy 


T does not require the “ doctrinaire mentality’ of a 
15 Cobdenite ’’—an epithet turned oddly by a section 

of the popular Press to-day into a term of derision— 
to recognize that, whatever may be the ultimate validity 
of the case for Free Trade, the common run of argument 
employed by the advocates of tariffs is based on a crude 
and elementary fallacy. In so far as he is not actuated, 
consciously or unconsciously, by motives of so-called 
“economic nationalism ’’—a political attitude in which 
patriotic prejudice recks little of economic consequences— 
your average, “ penny plain” protectionist is content 
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to seize upon the obvious truth that a particular industry, 
given the advantage of a tariff, will thereby be benefited, 
always provided that its sales are mainly to the protected 
domestic market. From this he proceeds cheerfully to 
argue that, if one instance of protection is beneficial, the 
more numerous the instances the greater the aggregate 
benefit—a patent non-sequitur, which leaves wholly out 
of account the consideration that each protective duty 
imposed may react, and is, in fact, bound to react, in 
some degree disadvantageously on industries left un- 
sheltered. 

Were Free Trade to be challenged by arguments no 
more convincing or subtle than this familiar form of 
faulty logic, its defenders on economic grounds would 
have little reason to waver in their faith, whatever the 
issue of the fiscal contest might be in the political arena. 
But the appearance on the protectionist side of no less 
weighty an authority than Mr. J. M. Keynes—supported 
on the score of expediency, if not in principle, by Sir 
Josiah Stamp—has carried the question of a British 
tariff to a somewhat higher plane of controversy; Free 
Trade protagonists of equal economic distinction have 
been constrained to join hotly in the issue; and the 
discussion in the columns of the New Statesman and the 
Times provoked by Mr. Keynes’ now famous article in 
the March 7 issue of the first-named journal clearly 
merits careful examination. Free Trade has no claim to 
be regarded as a sacrosanct article of religion; and if 
solid evidence, not hitherto recognized, can now be 
adduced to show that there would be a balance of 
advantage in imposing a tariff on British imports, every 
intelligent citizen, considering especially that little satis- 
faction is to be derived from this country’s present 
economic situation, should be ready to give careful and 
impartial attention to the case which the advocates of 
protection have to put forward. 

It was, in fact, the economic situation of Great 
Britain, burdened with unemployment and carrying in 
many branches of industry a large excess of productive 
capacity, that Mr. Keynes took as the starting-point of 
his thesis. . “‘ We are suffering,” he wrote,* ‘‘ a breakdown 


* New Statesman, March 7. 
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in organization and in the machinery by which we buy 
and sell to one another . . . Unemployment exists 
because employers have been deprived of profit .. . 
There is no possible means of curing unemployment 
except by restoring to employers a proper margin of 
profit. There are two ways of doing this—by increasing 
the demand for output, which is the expansionist cure, or 
by decreasing the cost of output, which is the contrac- 
tionist cure.’’ Viewing these two alternatives (it may be 
noted, in passing, that his epithets for them beg many 
questions), Mr. Keynes came down heavily against 
“contractionism’”’: to lower our costs of output by 
reducing wages and lightening the burden of rates and 
taxes would “ probably diminish the domestic demand ” 
and would certainly provoke “‘ violent resistance.”” On 
the other hand, Mr. Keynes was not prepared to go the 
whole way with the apostles of “ expansive ’’ inflation. 
“A policy of expansion sufficiently drastic to be useful 
might drive us off the gold standard ”’ ; and since the best 
hope of remedying the international slump is the financial 
“leadership of Great Britain,’ based on an assured 
strength of sterling, ‘‘ our exchange position should be 
relentlessly defended to-day ”’ ; the gold standard must not 
be abandoned. But what if the dangers of “‘ expan- 
sionism ’’ can be neutralized by other measures? Here 
lies the scope for Mr. Keynes’ neo-protectionism. A 
“temporary ’”’ tariff, not of the “ discriminating pro- 
tective’’’ type, but covering as wide a field as possible— 
say, import duties of 15 per cent. on all manufactured 
and semi-manufactured goods, and of 5 per cent. on all 
foodstuffs and raw materials, except, perhaps, such 
commodities as cotton and wool—would do the trick. 
In so far as it led to the substitution of home-produced 
goods for goods previously imported, it would increase 
employment; and by relieving the pressure on the 
balance of trade it would provide ‘‘a much-needed 
margin to pay for the additional imports which a policy 
of expansion will require and to finance loans by London 
to necessitous debtor countries.” (By such loans, 
Mr. Keynes suggested, we should restore to the world 
the purchasing power of which our restriction of imports 
deprived it.) And finally, even allowing for rebates on 
imported material entering into exports, a hard-pressed 
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Exchequer would benefit to the tune of £50 millions to 
£70 millions a year from the yield of this “ substantial 
revenue tariff.’’ : 

On the revenue-producing aspect of the scheme it is 
unnecessary to dwell at any great length. Mr. Keynes’ 
estimate of the probable yield was promptly subjected 
to devastating criticism by the Economist and by Mr. 
Schwartz, in the correspondence columns of the New 
Statesman ; and he was obliged to admit that £40 millions 
(and even this seems on the optimistic side) would be the 
maximum revenue obtainable from his scheme. But, 
as the controversy proceeded, Mr. Keynes moved more 
and more openly away from “ revenue ’”’ along the road 
of protective differentiation. If revenue, and revenue 
only, is the objective, clearly the most suitable objects 
for customs duties—with countervailing excise—are those 
articles for which import demand is inelastic, and which 
experience has shown to have a steady “ taxable 
capacity.”” But when the Economist recently suggested 
that petrol, beer, tea, coffee and sugar offered Mr. 
Snowden the means to balance his 1931 Budget without 
injuring the economic structure of the country, Mr. 
Keynes significantly assailed these suggestions on the 
score that they would have no effect on confidence, the 
balance of trade or employment. Thus, Mr. Keynes’ 
proposals may fairly be regarded as essentially protec- 
tionist in intention, and his case for them stands or 
falls irrespective of the quite extraneous consideration 
that the Chancellor of the Exchequer is in need of 
additional revenue. 

To return, then, to the main line of the controversy 
—Mr. Keynes was naturally attacked first on the 
ground that his tariff would raise prices in this country 
and hence create still further disabilities for our export 
trades. At this point he received weighty, and some- 
what unexpected, support from Sir Josiah Stamp, who 
dubbed tariffs ‘“‘ a third-rate expedient,” but stated that 
he would endorse a general tariff for Great Britain for 
the specific purpose of lowering real wages. Mr. Keynes 
did not put the point in quite the same way; his answer 
to his critics was that unemployment could not be cured 
except by a rise in prices, and that “a tariff is the 
natural reaction, and in my judgment a sensible reaction, 
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to an external price-level which is falling at a rate to 
which internal costs and incomes cannot adjust them- 
selves.”’ In other words, the tariff 7s to be an “‘ income- 
adjuster.” But neither Mr. Keynes nor Sir Josiah 
Stamp have yet replied to the valid argument that our 
real trouble is not so much excessive “ direct ’’ wage- 
costs in the exporting industries as high wages in every 
sheltered industry, whose aggregate effect is indirectly 
to raise to an uncompetitive level our general output 
costs and selling prices. If real wages were reduced 
all round by a tariff, workers in the sheltered trades 
would promptly demand, and in many cases could 
secure, an advance in money wages as compensation. 
In the exporting industries, assuming that demands for 
higher money wages could be resisted, all that would 
happen would be that the workers would be worse off, 
while the employers, so far from being able to quote 
lower prices in sterling to foreign customers, would have 
to bear the burden both of dearer materials, machinery, 
etc., and of increased indirect costs of sheltered transport, 
distribution and so forth. 

Mr. Keynes has, indeed, admitted that the effects of 
a tariff on the export industries form “ one of its weakest 
points.” He* finds, however, “a balance of advantage in 
the fact that industries which compete with exports 
would be benefited altogether out of proportion to the 
effect on export industries.’”’ Why should the benefit be 
disproportionate? Mr. Keynes has adduced no arguments 
in support of this hypothesis. In fact he has admittedf 
that “‘ when the productive resources of the country are 
likely to be fully employed in most directions, a tariff 
means a diversion of output, not a net increase.” His 
assertion, impossible of proof and difficult to accept, is 
simply that when there is widespread unemployment of 
men and plant a tariff should increase employment 
“now and for some time to come.’’{ 

The processes of thought whereby Mr. Keynes has 
reached this conclusion must remain for the present a 
matter of conjecture; it may be that he relies on the 
shaky, theoretical assumption that the existence of 
surplus plant would prevent prices rising (in which case, 


* New Statesman, March 28. + Times, March 21. ~ Ibid. 
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what happens to his “ essential condition’ for greater 
employment ?); but it seems most reasonable to infer 
that his belief in the efficacy of the banking action which, 
he suggests, would be practicable if we had a more 
“ favourable ”’ balance of trade, has outweighed all other 
considerations in his mind. This aspect of the neo- 
protectionist case is obviously of importance and interest. 
The argument runs, apparently, as follows : if our imports 
are restricted by a tariff, the first consequence will be a 
change in our favour of the balance of our foreign trade. 
The next stage will be that the Bank of England, unless 
it desires to import more gold (to be used presumably as 
a basis for ampler credit) can then lower its rates of 
discount. ‘“‘ In so far as it lowersits Bank rate, this may 
be expected to cause us immediately to lend more abroad 
(or to borrow less) and to expand credit at home. The 
expansion of credit at home may be expected to cause us 
both to import more and to increase our own output ”’ 
(Mr. Keynes in the New Statesman, April 11). 

Is this argument convincing? Several serious doubts 
arise. In the first place, as Sir William Beveridge has 
pointed out,* apart from the validity of Mr. Keynes’ 
other assumptions it is scarcely conceivable that in actual 
working practice the curtailment of our purchases from, 
say, the Argentine should lead to that country promptly 
seeking to place compensatory loans in the London 
market. Equally, it may be objected, since lending 
pre-supposes saving, there is no proof whatever that an 
increase in our foreign loans could take place without a 
corresponding reduction in the amount available from the 
resources of investors for lending at home; and an 
expansion of employment in this country obviously 
implies the need of more financing to support it. Still 
more questionable, however, is the assumption that the 
“ time-lag ’’ between the curtailment of imports and the 
adverse reactions produced on exports by the reduction 
(i.e. pending the proposed foreign loans) in our customers’ 
buying power would be sufficient to enable all Mr. 
Keynes’ destderata to be accomplished. There is no 
reason to suppose that it would take more than a very 
brief period for the shrinkage of our purchases from 


* Times, March 25. 
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foreign countries to be reflected in a proportionate decline 
in their purchases from us, even if our prices were not 
raised by a tariff; so that the hypothesis that a tariff 
would enable an expansion of our banking credit to be 
effected ‘“‘ without danger ’”’ rests on no solid foundation 
of evidence. 

Indeed, for all Mr. Keynes’ insistence on the necessity 
of “‘ relentlessly defending the exchanges,’’ it is difficult 
not to feel that his new-found zeal for tariff-protection 
is derived from his hopeless wish to find an intellectually 
satisfying means of reconciling with sound financial 
principles his real temperamental affinity with crude 
inflationists. His insistence that our internal costs and 
incomes cannot accommodate themselves to the falling 
world price-level; that an increase of trade in the home 
market would outweigh possible loss of employment 
in the export industries; that a deflation of our prices, 
by benefiting the rentier, would involve serious “ social 
injustice ’’—all these arguments are the common stock 
of that section of opinion (notably in the ranks of Left- 
Wing Labour) which would have us concentrate on 
home development, create an artificial boom in the 
domestic market, and get rid of part of the national 
debt, by inflating the currency and letting the pound 
sterling ‘‘ go by the board.” Provided that the inflation 
could be kept within bounds and that all increases 
demanded in nominal wages could be withheld (both 
very unsafe assumptions) it is conceivable that such a 
policy might temporarily stimulate exports as well as 
the home trade; but it would be a hazardous experiment 
which few reasonable men would venture to advocate, 
and it would involve inevitably the complete loss of 
London’s prestige and wealth as an international financial 
centre and would risk a catastrophe through the probable 
headlong flight of foreign balances. 

From such an experiment Mr. Keynes shrinks; but 
he falls into an error which is fundamental and vitiates 
his whole theory. Whereas your pure inflationist reckons 
logically on being able to quote lower gold prices for 
British exports priced in terms of a depreciated pound, 
Mr. Keynes would maintain the pound at parity with 
gold currencies but would accept as desirable a rise of 
our internal prices. Even if it be admitted that a rise 
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in the world price-level would greatly facilitate and foster 
trade recovery, what could a rise in the British price- 
level do but diminish our relative ability to compete in 
markets abroad? The question remains unanswered. 

And until a satisfactory answer to this question has 
been given, it seems doubtful whether Mr. Keynes will 
persuade any appreciable number of economists to 
assent to his proposition that the only “sensible 
reaction ”’ to a fall in the world level of prices is to impose 
a tariff and thus prevent or hinder the readjustment of 
prices in this country. If there is one thing upon which 
the vast majority of economists, bankers and business 
leaders in all countries are agreed, it is that British 
wage-standards, costs of production, and living costs 
are all too high for a country whose existence depends 
primarily on exports. It is deplorable that Mr. Keynes 
should have lent his powerful advocacy to the fallacy, 
cherished by the British Trade Union bureaucracy, that 
an all-round reduction of money wages “ would do 
nobody any good,” for the reason that it would contract 
domestic purchasing power and hence the demand for 
labour. The patent truth is that a general fall in British 
selling prices resulting from a lightening of the burden 
of labour charges would (a) leave the purchasing power 
of real wages undiminished, and (b) would lead rapidly 
to such an increase of export business as would absorb 
an appreciable proportion of our unemployed. So long 
as Trade Unionism denies that truth, the ‘“ hard core ”’ 
of British unemployment, leaving cyclical fluctuations out 
of account, will remain. But to despair, as Mr. Keynes 
seemingly does, of ever securing its acceptance is pure 
defeatism to which his own epithet “ contractionist ” 
might well be applied. 

In this aspect of the issue Mr. Keynes has endeavoured 
to confound his critics by suggesting that if they advocate 
lowering British output costs they are implicitly advo- 
cating a reduction of imports, since, if British goods 
were cheaper, we should buy less abroad. This attempt 
to minimize the vicious effects of a tariff (few could be 
found to believe that its imposition would be 
“temporary ’’) was completely answered by Sir William 
Beveridge in The Times of March 29. More economical 
production at home, he pointed out, might have the 
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immediate effect of lowering imports, but it would mean 
the concentration of our productive resources to the 
best advantage, whereas a tariff would mean in the long 
run just the reverse. ‘‘ The test of economic progress 
is not the maximizing of employment, but the maximizing 
of wealth in relation to effort; that . .. means the 
use of the natural resources of each country in the ways 
determined under free conditions to be most economical 
and not their use as distorted by tariffs.” 

In being thus recalled from contemplation of the 
tariff weapon as a stabilizer of prices, correcting the 
trade balance and enabling us, by judicious expansion 
of banking credit to lift ourselves by our own economic 
boot-straps without risk of a fall, Mr. Keynes, asked to 
recall to mind the well-established principles of economic 
teaching, has complained that his opponents have forced 
him to “‘ chew over again a lot of stale mutton,” and 
have dragged him through “a peregrination of the 
catacombs with a guttering candle.” Impatience is 
always apt to decry old truths as stale (for the matter 
of that, mercantilism is scarcely a dernier cri); but 
truth does not thereby lose its validity. If Mr. Keynes 
had succeeded in this controversy in demonstrating 
that the many weighty political and economic objections 
to restricting trade by tariff barriers, against which 
he once inveighed, were no longer relevant to-day, or 
that this essentially exporting country, simply because 
it is suffering more than ever from inability to sell as 
cheaply as its competitors, could benefit by a species of 
“neutralized inflation,” he would merit the adherence 
of industrialists and the City alike. As it is, the converts 
to this brand of neo-protectionism are likely to be few. 





British Banking Inquiries 
By R. D. Richards, Ph.D. 


I.—THE RESTRICTION INQUIRIES OF 1797 
S the Committee on Banking and Industry which, 
Ainaes the chairmanship of Lord Macmillan, K.C., 
has been conducting its inquiry since November, 
1929, will shortly be presenting its Report, it may not 
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be without interest to recall the historic ‘‘ Secret’ and 
“Select ’’ British Banking Committees of the past and 
to examine their inquiries in the light of recent develop- 
ments. 

On February 28, 1797, four years after the outbreak 
of war with France, the House of Lords decided to appoint 
by ballot a Secret Committee consisting of nine members 
to examine the liabilities and assets of the Bank of 
England, and to express an opinion on “ the necessity 
of providing for the confirmation and continuation of 
measures taken in pursuance of the Minute of Council 
of the 26th instant” (i.e. the Minute which authorized 
the suspension of cash payments at the Bank). 

The ballot is thus quaintly described in the Journals 
of the House of Lords : 

The Lords sitting in their places severally put their ballots into 
two glasses, which the clerks attended them with. And the balloting 
being over, the glasses were set upon the table. And the Lords 
following . . . [six in number] were appointed to cast up the number 
of ballots and report to the House. 


The nine Lords elected were the Lord Privy Seal; 
Earls Winchelsea and Nottingham, Graham, Hardwicke, 
and Liverpool; Viscount Sydney, and Lords Grenville, 
Upper Ossory, and De Dunstanville. 

The Committee conducted its inquiry for three days 
—March 3, 4 and 6, 1797—and presented its Report 
on the third day. Three witnesses were examined : 
Daniel Giles, the Governor of the Bank; Samuel 
Bosanquet, one of the directors; and William Walton, 
the Deputy Accountant. On March 3 these witnesses 
were “ ordered’’ by the Committee to present them- 
selves on the next day at “‘ half past eleven of the clock 
with the necessary accounts for shewing the total amount 
of the outstanding demands on the Bank of England 
and likewise of the funds for discharging the same.” 

Therefore, on March 4, ‘“‘Mr. Giles and Mr. 
Bosanquet being attending without according to order ”’ 
were “called in.”” The Governor submitted for the 
Committee’s consideration the Bank’s statement of 
assets and liabilities made up to February 25, 1797, 
which showed that “the total of outstanding demands 
on the Bank” on this date was £13,770,390, and that 
“the total amount of the funds for discharging those 
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demands, over and above the permanent debt due from 
the Government of £11,686,800”’ was £17,597,280. 

The Governor was next asked eight questions, six of 
which appertained to the “ drain on the Bank,” which 
had caused much apprehension in January and February, 
1797. He ascribed the causes of the drain “in great 
part’ to the demands of the country banks for cash, 
and warned the Committee that if this continued the 
Bank ‘“‘ would be deprived of the means of supplying 
the cash which might be necessary for pressing exigencies 
of publick services.” 

Immediately after hearing the evidence the Committee 
presented its Report, which shows that the members 
were unanimous as to the necessity of continuing ‘“ the 
measures already taken [i.e. the suspension of cash 
payments] for such time and with such power of discon- 
tinuing the same as the wisdom of Parliament may seem 
expedient.” 

On the very day that this Report was presented the 
House of Lords decided to appoint by ballot another 
Secret Committee “‘to inquire into the causes which 
produced the Order of Council of the 26th of February 
last.” This Committee was composed of fifteen peers 
and included six members—Winchelsea and Nottingham, 
Graham, Hardwicke, Liverpool, Sydney, and De Dunstan- 
ville—of the previous Committee. Its inquiry lasted 
from March g to April 27, 1797, and its Report, 
presented the day after the final meeting, shows that 
very detailed examinations were made of the methods 
and accounts of the Bank of England and of the condition 
of British trade. Among the many witnesses examined 
were the Prime Minister (Pitt), as Chancellor of the 
Exchequer; the Governor (Giles), Deputy Governor 
(Raikes), Chief Cashier (Newland), Deputy Accountant 
(Walton), and two directors (Bosanquet and Darrell) of 
the Bank; the “Inspector General of Imports and 
Exports of Great Britain and the British Colonies ”’ 
(Thomas Irving), and the secretary of the Country 
Bankers’ Association (George Ellison). 

The Committee in its Report stated that the 
“quantity of paper”’ [i.e. Bank of England notes] in 
London greatly exceeded the “‘ quantity of coin,” but 
it “‘ had reason to conclude ’”’ that in the country “ the 
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quantity of paper exceeded in a less proportion the coin 
in circulation than in the Metropolis.” It gave the 
following ‘‘immediate and remote’’ causes of the 
nation’s monetary troubles: (1) the suspension of 
payments by two mercantile banks in Newcastle as a 
result of local alarm, (2), (3) and (4) the demands for 
cash by the country banks, Scotland and Ireland, 
(5) the decrease in the number of country bank-notes, 
(6) the decrease of coinage, (7) the decrease in the issues 
of Bank of England notes. The forty-six Appendices 
attached to the Report throw a flood of light on the 
economic condition of England in the two decades 
preceding the suspension of cash payments, and are 
remarkable evidence of the detailed nature of this 
important banking inquiry. 

Two Secret Banking Committees were also appointed 
by the House of Commons in 1797, the first to examine 
the Bank’s liabilities and assets, and the second to 
inquire into “‘ the expediency of continuing the restriction 
on payments in cash by the Bank.” Before, however, 
examining their Reports a brief description must be 
given of the currency system on the eve of the 
suspension. The gold coins in circulation were guineas, 
half-guineas, and seven-shilling pieces, and though the 
pound sterling was a unit of account the sovereign was 
not made “current and lawful money of the Kingdom 
of Great Britain and Ireland” until 1817, the year 
after the adoption of the gold standard. Any person 
could offer gold bullion for sale at the Mint or the Bank, 
the Mint price for 22 carat gold being £3 17s. 10$d. 
per ounce, and the Bank price £3 17s. 6d. Gold coins 
were unlimited legal tender; silver coins were legal 
tender by tale up to a maximum of £25, and in excess 
of this sum by weight at 5s. 2d. per ounce; there was 
no legal tender paper money. From 1759 to 1793 the 
minimum denomination of Bank of England notes 
was {10, but in April, 1793, £5 Bank notes made their 
appearance ‘‘ with the full approval of Mr. Pitt.” The 
London private banks, having developed the cheque 
system, had ceased to issue notes. The country banks, 
which, according to the estimate of the secretary of their 
Association, numbered 230 in 1797, circulated their own 
notes, the minimum denomination of which had, under 
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an Act of 1777 (17 Geo. III, c. 30), been fixed at £5, 
but after the suspension was declared all banks were 
allowed to issue notes down to a minimum of f1. The 
Bank of England notes in circulation for 1796 averaged 
just over £10,200,000, but the country bankers’ notes 
were, except in Lancashire, the more popular form of 
paper money. 

There are, however, no official statistics with reference 
to the amount of the country bankers’ notes in circulation 
in the years preceding the suspension. Henry Thornton 
told the first Commons Committee of 1797 that, after 
‘having written many letters”’ to the country bankers 
for information about their issues, he was of opinion 
that there were more guineas in circulation in the pro- 
vinces in 1797 than in 1793, but that the amount of 
country paper money had decreased. Indeed, the first 
Commons Committee of 1797 examined a great deal of 
evidence appertaining to the notes of the country banks, 
and came to the conclusion that ‘‘ they had been reduced 
one-third from the time of the difficulties in 1793 to 
December, 1796, and that they had since that period 
suffered a still further diminution.” It, therefore, drew 
attention to “‘ the necessity of providing from the Bank 
an adequate supply of their notes to compensate for this 
chasm in the circulation of the country.” 

Nor are there any statistics with reference to the 
number of gold coins in circulation. We know, however, 
from the coinage statistics presented by the Deputy 
Master of the Mint to the second Lords Committee of 
1797 that between 1760 and 1796 the total amount of 
gold coined was £57,274,617 4s. 6d., of which £12,553,371 
12s. 6d. had been coined between 1790 and 1796. In 
1792, on the eve of the war with France, the unstable 
condition of some of the country banks caused the 
Government to guarantee a loan of £5,000,000 in 
Exchequer bills to necessitous merchants, an offer which 
so quickly restored confidence that only {2,200,000 of 
this was actually advanced. In 1792, also, the National 
expenditure did not quite reach £17,500,000. By 1796, 
the expenses of the war had more than trebled this 
total. 

The suspension of cash payments was brought about 
at a meeting of the Council on Sunday, February 26, 
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1797, when it was unanimously resolved by the members 
present—the King, the Lord Chancellor, the Lord 
President, the Duke of Portland, Marquis Cornwallis, 
Earl Spencer, the Earl of Liverpool, Lord Grenville and 
Pitt—‘‘ that it was indispensably necessary for the 
public service that the Directors of the Bank of England 
should forbear issuing any cash in payment until the 
sense of Parliament can be taken on the subject and the 
proper measures adopted thereupon for maintaining 
the means of circulation and supporting the public and 
commercial credit of the kingdom at this important 
conjuncture.” The Bank therefore suspended its cash 
payments on Monday, February 27, and on this day 
posted up the Order in Council together with the 
following notice: 
Bank of England, 27th February, 1797. 


The Governor, Deputy Governor, and the Directors of the Bank 
of England think it their duty to inform the proprietors of Bank Stock, 
as well as the Public at large, that the general concerns of the Bank 
are in the most affluent and prosperous situation, and such to preclude 
every doubt as tu the security of its notes. The Directors mean to 
continue their usual discounts for the accommodation of the commercial 
interest, paying the amount in Bank notes, and dividend warrants will 
be paid in the same manner. 

FRANCIS MARTIN, Secretary. 


A few hours after the appearance of these important 
announcements a large number of City merchants and 
financiers passed, at a meeting specially convened to 
discuss the monetary situation, a resolution, which was 
published with 4,000 signatures, undertaking to accept 
Bank notes in all their transactions. On March 10, the 
Act (37 Geo. III, c. 32) which authorized all banks to 
issue notes down to a minimum of {1 became law, and 
on May 3, the Order in Council which declared the 
suspension was replaced by the Bank Restriction Act 
(37 Geo. III, c. 45), a temporary measure remaining in 
force until June 24, which was continued by various 
other measures until July 2, 1819, when the Resumption 
Act (59 Geo. III, c. 49) was passed to provide for the 
gradual resumption of cash payments. 

Prior, however, to the passing of the Act authorizing 
the issue of notes down to a minimum of {1, the Bank, 
in order to meet the demand for small sums, acquired 
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a quantity of Spanish dollars, and issued the following 
advertisement : 
Bank of England, 6th March, 1797. 

In order to accommodate the public with a further supply of coin 
for small payments a quantity of dollars, which have been supplied 
by the Bank and stamped by the Mint, are now ready to be issued 
at the Bank, at the price of 4s. 6d. per dollar and a further quantity 
is preparing. 

But shortly after this appeared it was discovered that 
the price per dollar was too low; therefore, three days 
later, it was announced that it had been raised to 4s. gd. 
Dollars valued at £4,817,634 were issued between 1797 
and 1810. “ At first,’’ states an observant contemporary 
historian, ‘‘ persons were obliged to wait hours before 
it became their turn to be served with the dollars as 
people stood ten or twelve deep at the tellers’ counter .. . 
but in less than a month from their first issue anyone 
might walk in and obtain his five pounds worth with 
very little trouble.”” All the coins were stamped at the 
Mint with a very small head of George III, and this 
caused one of the scurrilous pasquinaders of the day to 
pen the following lines : 

The Bank to make their Spanish dollars current pass 

Stamped the head of a fool with the head of an ass. 


Such was the monetary position in England when 
the four Secret Banking Committees of 1797 were 
conducting their inquiries. The first of the two Com- 
mittees appointed by the Commons, which examined 
the liabilities and assets of the Bank, issued three 
Reports, and the second Committee, on the expediency 
of continuing the restriction of cash payments, issued, 
on November 17, one Report, a brief document which 
advised the continuation of the restriction “‘ for such 
time and under such limitations as the wisdom of 
Parliament may seem fit.” The final Report of the 
first Committee was presented on April 21, 1797, 
and its Minutes of Evidence and Appendices show that 
this inquiry was an exhaustive one. Many important 
witnesses were examined including the Chancellor of the 
Exchequer, the Governor, the Deputy Governor of the 
Bank and a number of the directors, Sir Richard Glyn, 
head of the well-known firm of Glyn, Mills, Hallifax & Co. 
(now Glyn, Mills & Co.); Samuel Hoare, of the historic 
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banking house of Hoare & Co.; George Ellison; Henry 
Thornton ; and David Eliason, of Goldsmid and Eliason, 
a prominent bill-broking house. The inquiry lasted 
from March 5 to April 11. The Report deals in detail 
with the causes of the drain. The alarm of invasion caused 
an extraordinary demand for cash at the Bank in 
December, 1796, and January, 1797. This was further 
increased in February, 1797, as a result of a financial 
crisis in the north of England which is thus described : 


The farmers suddenly brought the produce of their lands to sale 
and carried the notes of the Country Banks which they had collected 
by these and other means into those banks for payment; that this 
unusual and sudden demand for cash reduced the several Banks at 
Newcastle to the necessity of suspending their payments in specie, 
and of availing themselves of all the means in their power of procuring 
a speedy supply of cash from the metropolis; that the effects of this 
demand on the Newcastle Banks, and of their suspension of payments 
in cash, was spread over various parts of the country, from whence 
similar applications were consequently made to the metropolis for 
cash; and the alarm thus diffused, not only occasioned an increased 
demand for cash in the country, but probably a disposition in many 
to hoard what was thus obtained; that this call on the metropolis, 
through whatever channels, directly affected the Bank of England, 
as the great repository of cash, and was in the course of still further 
operation upon it when stopped by the Minute of the Council of 
26th February. 





Matters of Law 
By Our Legal Correspondent 


NE of the striking facts connected with modern 
CJ eaniing operations is the extent to which advances 

are made on the security of documents of title to 
goods. Produce was in the earlier days—not so far 
removed—regarded with considerable suspicion by the 
banker. But bankers grow with the times, and the 
now well settled policy of the banks at the ports and 
shipping centres of the country of dealing freely with 
merchandise has been justified by results. Very rarely 
are the Courts troubled with questions arising from this 
branch of banking operations. This is the more sur- 
prising because of the complexity and uncertainty that 
attend documents of title to goods. The fact is, how- 
ever, that merchants and bankers often enough, no 
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doubt, indulge in mutual transactions that if challenged 
by litigation might lead to surprising results. It says 
much for the acumen and judgment of bankers in their 
management of this often risky, though profitable, form 
of business that so little is heard of legal conundrums 
connected with it. There is no department where it is 
more important to “‘ know your man”’; for the security 
often is perishable and perilous. But now and then 
legal difficulties do arise, although they do not always 
come into the light of day, but are settled quietly and, 
let us hope, without undue loss. 

Lately one of those difficulties came before our notice, 
and the matter is now over. As the facts never got 
beyond the privacy of interlocutory proceedings at 
Chambers it is not open to us to do more than discuss 
the general principles that were involved. This may be 
useful as explaining away some slight misconception that 
seemed to arise as regards one or two decided cases. 
The particular question was whether or not a liquidator 
or the bank was entitled in priority to the proceeds of 
certain goods in the winding-up of a company. The 
facts were singularly reminiscent of the case of Ladenburg 
& Co. v. Goodwin, Ferreira & Co., Lid., reported in (1912) 
3 King’s Bench 275. The main question involved was, 
whether the bank had a charge on the goods themselves, 
or merely on the proceeds of the goods which were 
consigned by the defendant company. The point is 
familiar in the Securities Department of banks dealing 
with produce, and at times a nice question may arise 
where the customer charging the goods (or their proceeds) 
is a limited company. For if by the course of dealing 
it is found that the property of the goods themselves 
has passed to the purchasers, the vendor-customer has 
left only the price as a book debt. As everyone knows, 
if the transaction amounts to a charge on book debts, 
section 79 of the Companies Act, 1929, comes into play, 
and under subsection 1 (e) it is registrable with the 
Registrar of Companies, and that in default of such 
registration is “‘ void against the liquidator and any 
creditor of the company.” It is true that even so the 
banker could prove in the winding-up, but his position 
as a secured creditor would be gone. It is also true 
that this consequence is without prejudice to any contract 
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or obligation for repayment of the money thereby secured, 
which immediately becomes payable. But the fact 
remains that without registration the security is gone. 
Hence in taking a general hypothecation charge on goods 
or produce by a vendor company it is important to see 
what the contract with the purchasers is. In the 
Ladenburg case the plaintiffs, as bankers, gave advances 
to the defendant company on their drafts drawn in 
respect of specified shipments then being made and copies 
of the bills of lading and invoices relating thereto and a 
letter hypothecating the goods or the proceeds thereof 
to the plaintiffs (the bankers) who accepted the drafts. 
The plaintiffs thought that they had ample security. 
On liquidation of the defendant company there was 
outstanding a debit of £5,300, the amount of drafts 
accepted, and the bankers claimed a declaration that 
they were equitably entitled as against the liquidator 
by their charge on the goods or their proceeds. 

The liquidator, on the other hand, contended that 
the equitable hypothecation to the bankers was by way 
of mortgage or charge on book debts due to the defendant 
company void, as a security, for want of registration, 
although, of course, the bank’s claim to full proof as 
unsecured creditors was not contested. Apparently, and 
at first sight the transaction was in order as a security, 
and would have been so in the case of an individual 
merchant. But what in effect was the charge? Was it 
on the goods themselves? Or, was it on the price of 
the same as a book debt? If the latter, non-registration 
destroyed the security as against the liquidator and 
creditors of the company. Hence the precise nature of 
the contract between the vendor company and their 
purchasers became very material. By that contract the 
defendant company had sold the goods to their customers 
in South America on practically f.o.b. terms, and gave 
six months’ credit. The goods were consigned to the 
customers on bills of lading made out or indorsed to the 
customers’ orders and all charges on the goods after 
they left the vendors’ warehouse were upon the customers, 
so that they had full right and power over the goods, 
the property in which at once passed to them. Therefore 
the only thing remaining to the defendant company (the 
vendors) was the proceeds of the goods and this alone, 
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and not the goods (the property of which had passed) 
was left as the real subject of the letters of hypothecation 
on which the plaintiff bank advanced the money. And 
that could be only a book debt, a charge upon which, 
in the case of a company, is void as a security without 
registration. 

It was said on behalf of the plaintiff that there was 
nothing to bind the money in the hands of the customer. 
That was true so long as no notice of the bank’s charge 
was given to the customer. But there was nothing to 
prevent the bank as equitable assignee giving notice to 
the customer to pay direct to them and so perfect the 
charge—charge upon what? Surely upon the debt they 
owed the defendant. Such debt ought to have appeared 
in the company’s books as a debt due to them, for they 
had parted with the property in the goods, and all the 
purchaser had to do was to pay. This case came at the 
time as rather a surprise to bankers, but the lawyers’ 
cold reasoning leaves no doubt that their only hypotheca- 
tion was upon the book debt, and if so, the plain words 
of section 93 of the 1908 Act (now section 79 of the 
1929 Act) applied, and registration was necessary to 
preserve the security. The bankers never had possession 
either actually or constructively of the goods, therefore, 
no question of trust could arise and no mortgage or 
charge on the goods themselves, the property of which 
had passed to the purchaser, could have been given by 
the vendors. 

As a result of this case securities’ clerks have to be 
careful in the matter of advances against exported 
produce. Of course the transaction in the Ladenburg 
case could have been carried out differently—as, for in- 
stance, the vendor company could have drawn upon their 
customers with B/L attached, and being to the vendors 
order and indorsed by them in blank, the B/L and drafts 
being then handed to the bank for collection; the bank 
then advancing to their customers on such security, so 
securing a lien on the bills. The recent case to which 
I alluded presented the difficulty that the documents 
were so drawn as to leave it doubtful how far the exporting 
customers had parted with both property and possession 
of the goods. Very rarely would a banker desire to 
protect his security by registration at Somerset House. 
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Nor need he do so if the instructions conveyed by Head 
Office are carefully observed. But it is well that there 
should be no misapprehension as to the principle that 
underlay the Ladenburg case, which indicates a possible 
danger that may arise by any variation of the common 
form practice. 

Incidentally, it may not be out of place to observe 
that the 1929 Companies Act repeats the exception in the 
1908 Act as regards negotiable instruments given to 
secure the book debts of a company. The deposit of 
such instruments for the purpose of securing an advance 
to the company are not for the purposes of the registration 
section treated as a mortgage or charge on these book 
debts. But save for this exception, every charge or 
mortgage on book debts of a company is registrable and, 
as the cases show, the Court will look to the substance of 
any challenged transaction to see if, in effect, it does 
amount to a charge on book debts. 


It is not surprising that those who do the practical 
work of ordinary banking occasionally get a little 
apprehensive especially if they indulge in much reading 
of law books. It is a very easy thing to miss a real 
danger signal. But at times the practical man makes 
a difficulty where none in truth exists. For instance, 
it has been divulged recently that an earnest inquiry 
was made as to the position of a banker to whom is 
presented for payment an open cheque drawn by a 
customer to the order of a limited company, purporting 
to be endorsed on behalf of the company by a director 
of the company. There seemed to be some idea that 
in such a case there was some obligation on the paying 
banker to make some inquiry as to the authenticity 
of the indorsement or run the risk of its being good or 
bad on the ground that a banker might be expected 
to be affected with notice of the company’s articles of 
association. There seems to be some confusion of 
thought underlying such an inquiry, for section 60 of 
the Bills of Exchange Act, 1882, covers such a case. 
The mere accident that the open order cheque is payable 
to order of a limited company does not really affect 
the question. If the cheque is paid “in good faith 
and in the ordinary course of business it is not incumbent 
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on the banker to show that the indorsement of the 
payee or any subsequent indorsement was made by 
or under the authority of the person whose indorsement 
it purports to be, and the banker is deemed to have paid 
in due course although such indorsement has been 
forged or made without authority.” 

This valuable exception to section 24, rendering 
inoperative a forged or unauthorized signature on a bill, 
is not encumbered with any condition of “ no negligence ”’ 
as are sections 80 and 82 dealing respectively with 
paying and collecting crossed cheques. No doubt it 
is unusual for limited companies to present open cheques 
for payment, but we cannot see that the payment of 
such a cheque would be considered as not being in good 
faith or in the ordinary course of business. That it is 
not ordinary for companies to present open cheques 
for payment over the counter cannot affect the banker’s 
ordinary course to pay open cheques in the usual way. 
The drawer of the cheque is responsible for the form 
in which it is drawn even though a company is the 
payee, and one can see no sufficient reason why the 
banker’s customer could complain that the banker 
obeys his mandate. If it should turn out that the 
indorsement was, in fact, unauthorized, it would not 
alter the fact that an indorsement on behalf of a company 
purporting to be by a director is not such an indorsement 
as to deprive the transaction of being done in the 
ordinary course of business. 

There might, of course, be special circumstances in 
this, as in other cases, that might lay the banker open 
to the charge of having acted out of the ordinary course 
of business. It has been suggested, for instance, that 
if the indorsing company were also a customer of the 
same banker and the cheque was indorsed by a person 
whom the banker knew was not authorized, it might 
be said to have been paid not in good faith or the 
ordinary course of business. But, apart from very 
special circumstances, the mere fact that the payee is a 
limited company does not affect the protective operation 
of section 60. 

Although absence of negligence is not one of the 
express conditions precedent to a banker’s protection 
under section 60, it is obvious that the words “ ordinary 
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course of business’’ are very wide, and sufficient to 
rule out any transaction where the circumstances were 
such as to arouse suspicion in the ordinary way. An 
extreme instance would be an unkempt tramp presenting 
over the counter an open cheque for a large amount; 
or, again, some indorsement that was beyond doubt 
irregular. The Courts would probably say that any 
unreasonable or reckless disregard of plain common sense 
might be outside “‘ the ordinary course of business.”’ 
Reverting for a moment to the case of the company 
payee, it must not be forgotten that, by section 30 of the 
Companies Act, a cheque may be indorsed by any 
person acting under the authority of the company. 
When acting as collector a banker is in a different 
position from that when paying out. Provided his 
customer’s signature is genuine he has then and there 
to pay or refuse payment, and save in circumstances 
arousing real suspicion as to indorsement of an open 
order cheque or connected with the person or demeanour 
of the presenter he is entitled to protection of the Act. 


A question recently raised on a case for legal opinion 
has been brought to the writer’s notice which illustrates 
once again that the telephone is not an unmixed blessing. 
In a busy day’s work in a busy centre, customers have 
grown too fond of the facilities afforded by the telephone. 
In the particular case put, the customer stopped payment 
of a cheque. He gave the number of the cheque, the 
amount, and the name of the payee. But by some 
accident, before the written confirmation asked for by 
the bank arrived, the cheque had been presented and 
paid. It appears that, as so often happens, the figures 
of the cheque number were confused in transmission, 
and the name of the payee was somewhat indistinct. 
The bank put the number of the cheque on the stop 
list but the wrong number. The amount was given as 
£50 12s. 6d. The account was one in active operation, 
and therefore there was no case of an isolated trans- 
action. The customer blamed the bank, the bank 
blamed the customer, and both cursed the telephone. 
But the bank stuck to its guns, and very naturally 
repudiated responsibility. They further pointed to the 
House of Lords decision in Hilton v. Westminster Bank 
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a few years ago. There it was a telegram giving a 
wrong number but the right payee and amount. There 
was also a confirmatory telephone message on which 
much turned. 

Out of the confusion that occurred in that case (too 
long to be recapitulated here) one thing emerged—that 
the House of Lords emphasized the importance of the 
number of a cheque as the “ one certain item of identifica- 
tion.’”’ As Lord Dunedin pointed out, “ there might be 
many cheques in favour of the same payee and for the 
same amount, but there could be only one cheque bearing 
a given printed number.” This case did not on its 
facts, of course, cover the facts of the problem referred 
to above, but taken with other matters determined the 
opinion in favour of the bank. For surely it is good law 
that the determination of a banker’s authority to pay 
a cheque by countermand of his customer puts upon the 
customer the burden of seeing that the intended counter- 
mand is clearly, unequivocally, and exactly communicated 
to the banker. As was pointed out by Lord Atkin (then 
Lord Justice) in the case of Joachimson v. Swiss Bank 
Corporation, the duty of a customer to take reasonable 
care in giving his mandate to pay arises as part of the 
implied contract between banker and customer. It 
follows, we should assume, that the same duty attaches 
to a countermand of the mandate. If a customer 
chooses to elect telephonic communication, he must be 
taken to bear the brunt of any natural error such as 
one reasonably anticipates as probable. 

Of course, bankers would require confirmation of 
such a countermand, but in the interval any bona fide 
mistake scarcely can be placed on the banker’s shoulders. 
In the particular case the bank accepted the stoppage 
of payment it is true, and the number was repeated 
by the clerk and checked by the customer, but thanks 
to the telephone and probably the telephonic inaptitude 
of one or other or both of them, error crept in. 
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Banking Appointments and 
Retirements 
































Barclays Bank. 


Mr. W. M. Cooke has been appointed District 
Manager, Local Head Office, Windsor. Mr. Cooke served 
for some years on the Head Office Inspection Staff, 
and in 1921 became Manager at Jersey, where he 
remained until he was promoted to the present position. 

Mr. A. R. Cavill has been appointed Manager of 
Barclays Bank at Jersey in succession to Mr. W. M. Cooke. 
Mr. Cavill was born in 1879 and educated at Dean 
Close School, Cheltenham. He joined the service of 
the London and Provincial Bank at Rochester in 1897, 
and in 1914 became their Manager at Porthcawl. In 
1918 he was appointed assistant manager of the Marseilles 
office of Messrs. Cox & Co., and a year later was promoted 
to the managership of that bank’s Rouen office which 
was afterwards transferred to Barclays Bank (France) 
Limited. In 1923 he returned home and became Manager 
of Barclays Bank, Mitcham branch, where he remained 
until he received his present appointment. Mr. Cavill 
is a member of the Institute of Bankers. He is a 
Trustee of the Wilson Hospital, Mitcham, and _ his 
interest in Mitcham affairs is illustrated by the fact 
that on his departure he is having to relinquish a 
dozen treasurerships. His recreations are golf, tennis 
and swimming. 


National Provincial Bank. 


Mr. F. F. French has retired from the position of 
Joint Manager at Hull. Mr. French was born in 1870 
and educated at the Royal Grammar School, Newcastle- 
on-Tyne. In 1886 he entered the service of the National 
Provincial Bank at Stokesley, and has since occupied 
various positions in different parts of the country, 
having been at various times Deputy Head of the 
Secretarial Department at Head Office, Accountant at 
Newcastle-on-Tyne and Manager at York. Mr. French 
is a Certificated Associate of the Institute of Bankers. 
Although he never took a prominent part in public 
life, he has always been closely identified with the social 
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amenities of the different towns in which he lived, 
particularly with those associated with outdoor games. 
At sixty-one years of age he is still an active and keen 
golfer. 

Mr. R. J. Martin has been appointed Assistant 
Manager of the Intelligence Department at the Head 
Office of the Bank. 


The Union Bank of Manchester. 


Mr. F. N. Ball has retired from the Joint Managership 
of the bank’s Head Office. Mr. Ball was born in 1871 
and educated at Manchester Grammar School. In 1905 
he became Manager of the bank’s Wilmslow Branch, 
and in 1912 moved to St. Peter’s Square, Manchester, 
and five years later to Sheffield. He remained at 
the last-named place as Manager until 1929 when he 
received his last appointment. His recreation is golf. 

Mr. Ball is succeeded by Mr. H. Smith, who since 
1g19 has been at Bradford, for five years as Assistant 
Manager, and for the next seven years as Manager. 
Mr. Smith is a Certified Associate of the Institute of 
Bankers. He served for three years in His Majesty’s 
forces during the war, and his recreations are tennis 
and golf. 


Williams Deacon’s Bank. 


Lieut.-Colonel H. K. Stephenson has been elected to 
a seat on the Board of the Bank. Colonel Stephenson 
has played a prominent part in the public and industrial 
life of Sheffield, having been Lord Mayor in 1908-09 and 
1g10-11, Master Cutler in 1919-20, and Member for the 
Park division of the City from 1918 to 1923. He is Chair- 
man of Stephenson, Blake and Company, and a director 
of several other companies. During the war he com- 
manded the 4th West Riding (How.) Brigade, R.F.A. 
(T.F.). 

Following on the retirement of Mr. R. H. Walker 
after 44 years’ service, Mr. E. Jagger has been appointed 
Chief Accountant of the bank. Mr. Jagger was born 
in 1894 and educated at Tideswell Grammar School. 
In 1912 he joined the bank’s Buxton branch, and after 
two years at Derby was transferred in 1924 to Head 
Office at Manchester. In 1927 he became assistant 
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Inspector, and held this post until he received his 
present appointment. Mr. Walker is a Certified Associate 
of the Institute of Bankers, having taken third place 
with triple distinction in the final examination in 1920. 
He also won the Charles Reeve prize for English 
Composition, and has further passed several examinations 
in the accountancy and secretarial professions. When 
the war came he at once enlisted in the Sherwood 
Foresters, and received a commission in the field in 
Gallipoli in October, 1915. He served there and in 
Egypt and France, where he lost his right eye towards 
the end of 1916. He was demobilized early in 1919 
with the rank of Captain (Machine Gun Corps). His 
recreations are music, wireless and gardening. 


International Banking Keview 
June 1930—June 1931 


HE year ending June 1931 has been the most 
troublesome period in post-war banking history. 
In several countries there were a number of 
serious bank failures and there was a run of depositors 
which did not spare even the biggest institutions. While 
the first post-war depression of 1920-21 did not affect 
the banking situation to any great extent, the present 
depression threatened at one moment to culminate in a 
panic and a banking crisis of first-rate magnitude. 
Fortunately, the majority of people in every country 
retained their equanimity, and the danger passed by the 
beginning of the current year. The banking system of 
the world displayed a remarkable capacity of resistance 
and, apart from isolated cases, survived the troubled 
period intact. 

Banking earnings and profits were virtually affected 
by the depression. Owing to the fall in commodity prices 
and the decline in the volume of trade, the demand for 
credit was slack, and banks were obliged to keep a large 
portion of their funds unemployed at a nominal rate of 
interest. In some countries this was also necessary 
because, owing to the uncertain outlook, it became 
desirable that banks should increase their liquidity to an 
exceptional degree. Moreover, therisk attached to lending 
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had been greatly increased. A number of commercial 
and industrial firms, which were regarded, until recently, 
as being absolutely first class, failed in consequence of the 
depression, and at one time it appeared risky to lend, 
even to borrowers who were normally regarded as safe. 
Owing to the decline in interest rates, the margin between 
deposit rates and loan rates narrowed, thereby causing 
the reduction of the banks’ principal source of profit. 
The new capital issue market was also at a standstill in 
practically every country, and this resulted in a decline in 
bank earnings from this source. The securities depart- 
ments of banks all over the world suffered in consequence 
of the general stock exchange inactivity. In many cases, 
they incurred losses as a result of the depreciation of 
securities which they carried on account of their customers 
as, owing to the unexpected decline of security prices, 
margins ran out and they had to sell the securities at a loss. 

In these circumstances, it is not surprising to see a 
general downward trend in banking profits for the year 
1930. In fact it is remarkable that the difference between 
the boom year of 1929 and the slump year of 1930 should 
be comparatively moderate in the cases of most banks. 
The explanation is that, generally speaking, banks all over 
the world have long pursued a very conservative policy 
and have habitually transferred to their hidden reserves a 
very great part of their profits. As a result, they were 
able to cover exceptional losses without having to admit 
them by declaring substantially smaller profits for the 
year. Most banks reduced their dividends, but in the 
majority of cases the reduction was comparatively 
moderate. It may be said that the results of banking, as a 
whole, for the year 1930 were incomparably less un- 
favourable than those of industry or commerce. 

It is only natural that the expansion of banking, which 
proceeded in almost every country until 1930, should 
lately have suffered a setback. There were very few 
capital increases, and the number of new banks established 
during the period was negligible. Although some amalga- 
mations took place they were mostly not for purposes of 
expansion, but designed mainly to rescue institutions 
which had got into difficulties. In most countries banks 
began to enforce severe economies by reducing their 
staffs and cutting down salaries. The reduction of staffs 
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was facilitated by the progress of the mechanisation of 
banking. It has been realised that excessive staffs had 
been engaged during a period of prosperity, and that 
during a period when every penny counts it was necessary 
to reduce staffs to more reasonable limits. 

The outlook for 1931 is regarded as anything but 
encouraging, and judging by the five months that have 
passed, it is generally believed that the results of most 
banks will be even less favourable than for 1930. This 
holds good particularly as far as continental banks are 
concerned which are closely associated with industries, 
but the outlook is none too promising, even for purely 
commercial banks. 


BANK FOR INTERNATIONAL SETTLEMENTS 


The result of the first business year of 10} months of 
the Bank for International Settlements, ended March 31, 
1931, ought to be considered as satisfactory. The 
annual report states that the bank started activity with 
deposits of 220 million Swiss francs, while at the end 
of its first business year it had deposits of 1,780 million 
Swiss francs. Its total assets increased from 300 millions 
to1,go0 millions. The net profits amounted to 11,186,521 
francs, out of which a dividend of 6 per cent. was paid. 
In addition to the deposits made by various Governments 
in virtue of the Young Plan, the Treasuries of several 
countries have adopted the practice of keeping balances 
with the bank so as to cover their war debt payments. 
It is, however, in the development of deposits of central 
banks for their own account that one finds the main 
reason for the steady growth of the volume of the bank’s 
funds. These deposits represented Io per cent. of the 
bank’s resources at the end of June, 1930, and 43 per 
cent. at the end of March, 1931. In its first year the 
bank was able to become a reserve centre for the central 
banks. 

The report states that, as a result of the work of the 
committee appointed for investigating the question of 
long-term and middle-term credits, the bank has decided 
to employ 100 to 150 millions of its own resources in 
investment in such types of credits. The conference of 
the heads of foreign exchange departments of central 
banks, held at the end of 1930, led to useful expressions 
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of view with respect to the administration of the foreign 
exchange reserves of central banks, and prepared the 
way for the adoption of common conditions for the 
purchase of gold. Asa result of the work of this confe- 
rence, gold to the value of more than a milliard Swiss 
francs held abroad by various central banks has been 
reported to the bank, in order to enable it to serve as a 
clearing intermediary for central banks having to ship 
gold, with a view to avoiding unnecessary physical ship- 
ments. In addition, the report states, the bank itself 
holds in its own name, but for the account of various 
central banks, gold in London, New York and Paris. 


GREAT BRITAIN 

Great Britain was one of the very few countries which 
experienced no banking difficulties during the past 
twelve months. Although, on several occasions, it had 
been rumoured that one or another of the banking 
houses were about to fail, fortunately these rumours proved 
to be always entirely without foundation and they did not 
succeed in disturbing the confidence of the British public. 
While there was a serious run of depositors in the United 
States, France, and Italy, British banks experienced no 
such run. While banks of other countries had to call in 
credits recklessly, British banks were able not only to 
carry their own customers, but also to grant fresh support 
to countries which suffered through the withdrawal of 
credits by other banks. 

The decline of the profits of clearing banks was 
comparatively small, and, with the exception of one of 
them, they were in a position to maintain their dividend 
at the previous year’s figure. Issuing activity was at 
almost a complete standstill. There were signs of a 
revival in March and April, 1¢31, but most of the issues 
then floated proved failures, and this discouraged further 
attempts. The volume of acceptance business declined 
as a result of the general adverse conditions of trade, and 
also in consequence of the higher discount rates pre- 
vailing in London as compared with other centres. 


THE UNITED STATES 
Until November, 1930, the American banks stood the 
strain of the stock exchange slump and the economic 
depression remarkably well. Although, from time to 
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time, small local banks failed, the number and extent of 
these failures did not exceed normal proportions. In 
November, however, there was a sudden outburst of 
bank failures, especially in the South and the Middle 
West. In the course of a few weeks the number of 
bank failures attained record figures. The crisis culmin- 
ated in the failure of the Bank of United States, New 
York, which closed its doors after an unsuccessful 
attempt to amalgamate with other banking interests. 
Although the Bank of United States was the largest 
bank that has ever failed in the United States or in any 
other country, its relative importance in American 
banking was small. It has always been regarded as a 
decidedly third-rate bank, whose policy was considered 
to be anything but sound. This was the reason why 
efforts to reconstruct the bank were abandoned so soon 
as it was realized that reconstruction would be too 
expensive. The failure resulted in a run on a number of 
other American banks, but most of them successfully 
withstood the strain, and calm has now been restored. 
The majority of the local banks which suspended pay- 
ment during the crisis were subsequently reopened or 
reconstructed under a different form. Several well- 
established banking houses, which got into difficulties, 
received support and were saved. 

In April and May, 1931, following the failure of a 
leading stock exchange firm, there was another bad 
period for American banking, and adverse rumours were in 
circulation as to the standing of one of the leading banking 
groups. These rumours proved, however, to be without 
foundation, and confidence was eventually restored. 

The anticipated revival in the bond market did not 
take place, and the comparatively few bond issues made 
proved sufficient to absorb the capacity of the market 
and to discourage bond selling houses from further issues. 
Acceptance business has been comparatively active as the 
lower level of New York rates attracted business from 
London. Furthermore the lack of demand for brokers’ 
loans diverted fresh funds into the acceptance market. 


FRANCE 


Although the economic crisis did not affect France to 
the same extent as several other countries, there was, 
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at the end of 1930, a banking crisis which at one time 
threatened to assume considerable dimensions. The 
first bank which got into difficulties was the Banque 
Francaise de 1’Afrique, which had to be reconstructed in 
October last. A much more important failure was that 
of the Banque Oustric, which resulted in the collapse of the 
whole group controlled by that bank. It was caused by 
the fall in the price of the securities held by that bank 
and by the sudden withdrawal of considerable funds by 
Signor Gualino, the Italian associate of the group. 
While the failure of the Banque Oustric, in itself, did not 
cause a great deal of harm, the suspension of the Banque 
Adam, which was controlled by the Banque Oustric, 
caused serious alarm, as it was an old-established bank 
with a large number of depositors. Thus while the 
Banque Oustric was allowed to fail, the authorities and 
banking interests considered it advisable to reconstruct the 
Banque Adam. The reconstruction came, however, too 
late to reassure the public, which began to withdraw 
deposits on a large scale from every bank, big and small, 
and even the largest banks lost milliards of francs of 
deposits in the course of a few days. They were, however, 
in a very liquid position, thanks to the calling in of credits 
from Germany two months earlier, as a result of the 
political situation, and they were, therefore, in a position 
to face the run without having to fall back upon the 
assistance of the Bank of France to any extent. On the 
other hand, a large number of medium-sized and small 
banks were unable to stand the strain, and suspended 
payment. It was not until after the turn of the year that 
confidence was restored and deposits began to return to 
the big banks. On the other hand, withdrawals from 
small banks continued, and the wave of bank failures 
went on unabated. 

The group of banks controlled by the financial house 
of Bauer, Marchal et Cie., was liquidated quietly. The 
Banque d’Alsace et de Lorraine and the Banque Privée 
were absorbed by leading Paris and provincial banks. 

Notwithstanding these troubles, French banking 
results for 1930 were, on the whole, satisfactory. In 
many cases profits were larger than those for 1929; 
this is explained by the fact that in France the economic 
crisis did not begin to manifest itself until the autumn of 
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1930. During the greater part of the year there was 
feverish issuing activity in the French market, which 
provided additional profits. It seems probable that the 
year 1931 will compare unfavourably, from the point of 
view of banking results, with the previous year. 


GERMANY 


The economic depression in Germany became con- 
siderably accentuated during the year under review. 
Apart from the general causes of the world depression, 
the political situation, which arose in Germany in 
September, 1930, through the partial success of the 
National Socialist Party, contributed to make matters 
worse. Banks were naturally affected by the wholesale 
failure of commercial firms and by the decline of earning 
possibilities. In spite of this, the number and extent of 
bank failures was not any greater than during the previous 
year’s comparative prosperity. Small provincial banks 
continued to fail at the rate of about two or three every 
week, but there was no bank failure of any importance. 
The leading banks, and even the medium-sized banks, 
displayed a remarkably strong resisting capacity. Their 
profits have declined considerably, and they agreed to an 
all-round cut of their dividends by 2 per cent. This is 
by no means an unsatisfactory result in the prevailing 
circumstances. 

ITALY 

The banking crisis, which was witnessed in France 
and in the United States towards the end of 1930, made 
its appearance in Italy early in 1931. Towards the end 
of 1930, it became necessary to close the Banca Agricola 
Italiana. This bank was established by Signor Gualino, 
who used it for the purposes of financing his own industrial 
enterprises. In the autumn of 1930, the Italian authorities 
decided to compel him to repay the loans to the bank, and 
Signor Gualino had to surrender all his assets to cover 
the amount required. As the proceeds of the liquidation 
of his group were not sufficient to meet requirements, the 
bank had to be taken over by a group of leading Italian 
banks. The depositors did not suffer any losses, but the 
troubles of the bank—together with those of other big 
industrial and public utility combines—created an 
atmosphere of uneasiness among the public, which 
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culminated in a run on one of the leading banks. The 
direct cause of the run was the publication of an article 
by one of the late directors of the bank, criticizing its 
method of immobilizing its resources in industrial enter- 
prises. The run was easily met and, in order to forestall 
any further criticisms, the security holdings of the bank 
were taken over by a group formed for that purpose. 
Thus the crisis in Italy was not nearly as grave as either 
in the United States or in France. 

An event of some importance was the absorption of the 
Banca Italo-Brittannica bythe Banca d’America e d'Italia. 
This amalgamation was the sequel of the experiment of 
the British banking group controlling the former. As a 
result of irregularities committed by the management of 
that bank, the British group suffered heavy losses and 
had to take over and carry considerable security holdings. 
By the sale of the bank to the Banca d’America e d'Italia 
and the sale of the British-Italian banking corporation 
to the Bank of America, the banking activities of the 
group in Italy have been definitely liquidated. 


SWITZERLAND 


Switzerland was one of the few countries where banks 
had a prosperous year, this being due to several reasons. 
In the first place there was a heavy influx of capital from 
abroad throughout the year. After the political develop- 
ments in Germany in September, 1930, large amounts of 
German capital took flight to Switzerland, while con- 
siderable amounts were transferred there also from 
other countries so as to escape taxation. As a result of 
the relatively light taxation imposed upon holding 
companies, a large number of holding companies, con- 
trolled by foreign financial interests, were established in 
Switzerland during the year. As, according to Swiss law, 
the majority of directors have to be Swiss citizens, the 
foreign interests concerned had to obtain the co-operation 
of Swiss banking interests, and this provided an additional 
sphere of activity for Swiss banks. The market for foreign 
issues was also unusually active. Owing to the plethora 
of funds, brought about by the influx of foreign capital 
and the decline in Swiss traders’ needs, there was a large 
surplus available for lending abroad. While, in the past, 
public opinion was rather against the issue of foreign 
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loans, lately there has been no opposition to activity in 
that direction. 

The influx of foreign capital at one time assumed 
such dimensions that Swiss banks thought it advisable to 
discourage the movement by declining to pay interest on 
deposits on new accounts, or beyond a certain figure. In 
spite of this, the influx continued and the banks had the 
benefit of having at their disposal substantial amounts 
free of interest. At the same time, owing to the elusive 
nature of such funds, they had to maintain a high per- 
centage of liquidity. 

As was to be expected, the choice of Switzerland as 
the seat of the Bank for International Settlements has 
benefited Swiss banking to a great extent. A number of 
international companies have been established at Basle, 
which is likely to develop into an important international 
financial centre in the course of a few years. Among 
others, the International Mortgage Bank was established 
there in 1931. 

HOLLAND 


The depressed state of the Dutch colonies inevitably 
affected the earnings of Dutch banks, but generally 
speaking the decline in their profits was comparatively 
small. Apart from a few insignificant failures, conditions 
were as Satisfactory as could be expected in the circum- 
stances. The market for foreign issues was not altogether 
dead, but was not nearly as active as the Swiss market. 
Several of the issues failed, but Dutch banks were not 
discouraged from taking further small participations in 
International loans. 

An event of outstanding importance in Dutch banking 
was the change of control of the old-established banking 
firm of Labouchere and Co., which has passed into the 
hands of an international financial group. 


BELGIUM 


Belgium resembled France, in that the world crisis 
only began to make itself felt towards the end of 1930. 
As a result of the failure of a number of textile firms and 
other commercial and industrial houses, banks suffered 
considerable losses. Moreover, as Belgian banks are 
very closely associated with industry, their assets under- 
went considerable depreciation through the decline in 
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security prices. From time to time it was rumoured that 
one of the leading banks was in difficulties, but fortunately 
these rumours proved to be without foundation. 


LUXEMBOURG 


During the past year, a large number of foreign holding 
companies were established in Luxembourg owing to the 
favourable system of taxation. As in Switzerland, the 
local banks participated in the promotion and manage- 
ment of these companies, which provided them with a new 
and beneficial source of activity. Thanks to this move- 
ment, the importance of Luxembourg, from a financial 
and banking point of view, has increased considerably. 
In fact it may be said to have developed into a minor 
financial centre with good prospects for further progress. 
The newly established Bourse also owes its existence to 
this development. 

DENMARK 

After the banking difficulties of the previous year, 
Danish banks had a quiet and comparatively prosperous 
year. In spite of the agricultural situation, there were no 
new failures and the reconstructed banks worked satis- 
factorily. It was possible to continue the liquidation of 
the liabilities incurred through their reconstruction, both 
in Denmark and abroad. 


SWEDEN 


As Swedish industries remained comparatively pros- 
perous, Swedish banks had, on the whole, a good year. 
Some of them were able not only to maintain but even 
to increase their earnings. Stockholm continued to play 
an important part in international issues, which was 
largely due to the growing financial activities of the 
Swedish match group. 


NORWAY 


It was not until the beginning of 1931 that Norway 
began to feel the full weight of the world crisis, and 
banking conditions during 1930 were, therefore, fairly 
satisfactory. After the series of provincial bank failures 
during the last few years, Norwegian banking seems to 
have become more consolidated. The liquidation of 
past troubles is making good progress. Many of the 
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banks which were placed under public administration 
were either liquidated or reconstructed, and there is 
reason to hope that by the end of the next few years all 
traces of the recent trouble will have disappeared. 


FINLAND 


Finland has suffered a great deal through Soviet 
dumping of timber, and this has affected banking profits. 
As, however, amalgamations between banks have made 
considerable progress during the last few years, the 
banks were able to weather the storm satisfactorily. 


ESTONIA 


Adverse economic conditions resulted in the failure of 
the Commercial Bank of Tallinn, which in turn caused a 
run on other banks. The Government made it plain 
that it would support any sound bank, and so the run soon 
subsided and confidence was restored. 


LATVIA 


Adverse conditions continued to prevail in Latvian 
banking. The Bank of Latvia is said to have been 
heavily involved in the failure of one of the commercial 
banks, and its policy in granting credits was subject to 
much criticism. 

LITHUANIA 


Lithuania was affected by Soviet dumping in the 
same way as other countries of Northern Europe. For 
this reason, banking there was none too prosperous. 


POLAND 

As dumping of oil, grain, timber, and textiles, and 
the crisis in the sugar industry affected the economic 
situation of Poland to a great extent, in the circumstances 
it was not surprising that the banks had, on the whole, an 
unfavourable year. There were some banking troubles in 
Polish Upper Silesia which culminated in a general run on 
banks in that district. A much more serious development, 
from the point of view of external banking relations, was 
the failure of the Bank Handlowy of Lodz, as a group of five 
London banking firms held an important participation in 
the share capital of the bank and had granted it a con- 
siderable credit. It is believed that arrangements will be 
made for the reconstruction of the bank, and to that end 
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both British and Polish shareholders, as well as the Polish 


Government, will consent to certain sacrifices. 


CZECHOSLOVAKIA 
Notwithstanding the difficulties of the sugar industry, 
Czechoslovakian banking had a comparatively satisfactory 
year. Thanks to amalgamations during the last few 
years, the country possesses several strong banks which 
are in a position to tide over the bad period. 


AUSTRIA 
The principal banking event of the year, and indeed 
of the whole post-war period, was the reconstruction of 
the Oesterreichische Creditanstalt. This was referred to 
in detail on a previous page. 
HUNGARY 
In spite of the agricultural crisis, the banking situation 
in Hungary remained comparatively satisfactory. All 
banks had to reduce their dividends, but not to a very 
great extent. 





Banking Liquidation and the 
American Stock Market 
By H. Parker Willis 


EVELOPMENTS during the winter and spring of 
Dit year 1930-31 have thrown additional light 
upon the progress of the business depression, and 
the relation to it of American banking. It was already 
clear that the banks had been largely responsible for 
the inception of the panic of 1929, and that they were 
paying a heavy price for this responsibility. Their 
condition at the close of the first market collapse had 
shown a situation of great congestion, many of their 
assets being obviously “ frozen,” and no possibility of 
relief being in sight, except through the slow method 
of liquidation by selling holdings of investments or by 
compelling brokers who were carrying collateral loans 
to repay them, and of course, incidentally, to dispose of 
the securities upon which they rested. 
As is well known, there was, during the first months 
after the panic, great reluctance to accept this view 
= 
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of the situation. The majority of banks, especially those 
in the smaller cities of the country, felt themselves 
obliged to some extent to assist their customers to carry 
securities until a time when they might feel that the 
prospect of full recovery of prices had been exhausted. 
It is undoubtedly true, also, that a great many holders 
sought, during the early months of 1930, to recoup their 
losses by again buying heavily while the investment 
banking community committed the first-rate error of 
attempting to sell upon the market very large amounts 
of newly-issued stocks and bonds during the first half 
of 1930. Strange to say, therefore, the banks of the 
community became more and more over-burdened with 
security loans so that the reporting member banks 
(representing about 600 banks in 100 principal cities) 
reached a peak with their loans of this class at the end 
of June, 1930, when they had outstanding $8,560,000,000 
of such obligations on the part of their borrowers. 

During the latter part of 1930, recessions in business, 
declines in stock values, and unemployment compelled 
depositors to fall back upon the banks for the means to 
support themselves. The result was pressure from the 
banks to liquidate, and this gave rise to two major results. 
The first of these was the great epidemic of bank failures, 
which reached its high point at the end of December, 1930, 
and the other was the steady reduction of the loans on 
securities, already referred to, the latter being gradually 
liquidated by selling the collateral in the market, while 
the proceeds went partly to reimburse those banks that 
had made the loans, and to some extent into the pockets 
of the borrowers where the final selling price of the stock 
was sufficient to yield a margin over the amount of the 
loan. 

The following table represents the development that 
has taken place since the date mentioned, and from this 
it is apparent that at the end of March, 1931, the total 
liquidation since the high point at the end of the previous 
June had amounted to $1,258,000,000. The month of 
April has witnessed some further recession, figures for 
the end of the month pointing to an additional decline 
in loans on securities amounting to about $150,000,000, 
or a total decline during the past year of $1,329,000,000. 
In some banks a reverse current is to be observed. This 
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is probably temporary, being due to the rapid decline 
in values of stocks which occurred during the month 
of April and which tempted not a few buyers to take 
them up upon credit, borrowing at their own banks 
the means with which to purchase securities which were 
being liquidated by others. Nevertheless, the fact 
remains that since the close of June, 1930, there has 
been a net liquidation of loans on securities amounting 
to over $1,500,000,000. This figure probably means 
a liquidation on the part of all banks in the country of 
about double that amount, or $3,000,000,000. 


REPORTING MEMBER BANKS 


{In millions of dollars. Monthly data are averages of weekly figures, except for 
the final date, April 29] 











Loan and investments Bor- 

Loans = 

ings 
Month or date Total Invest- “ 
On se- All ments | F.R. 

Total curities | other banks 

BY MONTHS 
Total : 

1930—March «« | 2ag52 16,746 7,964 8,781 5,607 81 
April .. | 22,657 16,901 8,270 8,631 5,750 71 
May oo | 22,662 16,825 8,312 8,513 5,837 59 
June oo | 23,024 17,048 8,560 8,487 5,977 53 
July.. ss | @a,eee 16,906 8,391 8,515 6,194 53 
August «os | 23,228 16,838 8,349 8,488 6,291 43 
September .. | 23,220 || 16,859 8,383 8,476 6,361 44 
October .. | 23,409 || 16,834 8,237 8,597 6,575 50 
November .. | 23,455 16,673 7,897 8,776 6,782 71 
December .. | 23,117 16,332 7,776 8,557 6,784 141 
193I—January.. 22,660 15,894 7,495 8,399 6,766 82 
February .. 22,659 15,557 7,315 8,242 7,102 57 
March -. | 22,839 15,452 7,302 8,150 7,387 35 
April29 .. | 22,896 || 14,993 | 7,052] 7,991 7,913 38 


An offsetting factor in the situation should also be 
noted as revealed by the foregoing table. This is seen 
in the growth of investments. The high point in the 
investment levels was arrived at toward the close of 
April, 1931, when investments held aggregated rather 
more than $7,900,000,000 in the portfolios of reporting 
member banks. Contrasted with the preceding June, 
when the holdings were $5,977,000,000, the increase is 
thus seen to have been a little less than $2,000,000,000. 
The question is thus properly asked why it has been that, 
while the banks were liquidating their loans on securities, 
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of the situation. The majority of banks, especially those 
in the smaller cities of the country, felt themselves 
obliged to some extent to assist their customers to carry 
securities until a time when they might feel that the 
prospect of full recovery of prices had been exhausted. 
It is undoubtedly true, also, that a great many holders 
sought, during the early months of 1930, to recoup their 
losses by again buying heavily while the investment 
banking community committed the first-rate error of 
attempting to sell upon the market very large amounts 
of newly-issued stocks and bonds during the first half 
of 1930. Strange to say, therefore, the banks of the 
community became more and more over-burdened with 
security loans so that the reporting member banks 
(representing about 600 banks in 100 principal cities) 
reached a peak with their loans of this class at the end 
of June, 1930, when they had outstanding $8,560,000,000 
of such obligations on the part of their borrowers. 

During the latter part of 1930, recessions in business, 
declines in stock values, and unemployment compelled 
depositors to fall back upon the banks for the means to 
support themselves. The result was pressure from the 
banks to liquidate, and this gave rise to two major results. 
The first of these was the great epidemic of bank failures, 
which reached its high point at the end of December, 1930, 
and the other was the steady reduction of the loans on 
securities, already referred to, the latter being gradually 
liquidated by selling the collateral in the market, while 
the proceeds went partly to reimburse those banks that 
had made the loans, and to some extent into the pockets 
of the borrowers where the final selling price of the stock 
was sufficient to yield a margin over the amount of the 
loan. 

The following table represents the development that 
has taken place since the date mentioned, and from this 
it is apparent that at the end of March, 1931, the total 
liquidation since the high point at the end of the previous 
June had amounted to $1,258,000,000. The month of 
April has witnessed some further recession, figures for 
the end of the month pointing to an additional decline 
in loans on securities amounting to about $150,000,000, 
or a total decline during the past year of $1,329,000,000. 
In some banks a reverse current is to be observed. This 
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is probably temporary, being due to the rapid decline 
in values of stocks which occurred during the month 
of April and which tempted not a few buyers to take 
them up upon credit, borrowing at their own banks 
the means with which to purchase securities which were 
being liquidated by others. Nevertheless, the fact 
remains that since the close of June, 1930, there has 
been a net liquidation of loans on securities amounting 
to over $1,500,000,000. This figure probably means 
a liquidation on the part of all banks in the country of 
about double that amount, or $3,000,000,000. 


REPORTING MEMBER BANKS 


[In millions of dollars. Monthly data are averages of weekly figures, except for 
the final date, April 29] 

















Loan and investments a 

Loans papel 

ings 
Month or date Total Invest- rs 
On se- All ments | F.R. 

Total curities | other banks 

BY MONTHS 
Total : 

1930—March as | 22,382 16,746 7,964 8,781 5,607 81 
April oo | 22,087 16,901 8,270 8,631 5,750 71 

May .. | 22,662 || 16,825 8,312 8,513 5,837 59 

June oo | 23,024 17,048 8,560 8,487 5,977 53 
July.. ao | 25208 16,906 8,391 8,515 6,194 53 
August .. | 23,128 |] 16,838 8,349 8,488 6,291 43 
September .. | 23,220 || 16,859 8,383 8,476 6,361 44 
October  .. | 23,409 16,834 8,237 8,597 6,575 56 
November .. | 23,455 16,673 7,897 8,776 6,782 71 
December .. 29,559 16,332 7,776 8,557 6,784 141 

1931— January eé 22,660 15,894 7,495 8,399 6,766 82 
February .. | 22,659 || 15,557 7,315 8,242 7,102 57 
March as | 28,090 15,452 7,302 8,150 7,387 35 
Aprilz29 .. | 22,896 || 14,993 | 7,052} 7,991 7,913 38 


An offsetting factor in the situation should also be 
noted as revealed by the foregoing table. This is seen 
in the growth of investments. The high point in the 
investment levels was arrived at toward the close of 
April, 1931, when investments held aggregated rather 
more than $7,900,000,000 in the portfolios of reporting 
member banks. Contrasted with the preceding June, 
when the holdings were $5,977,000,000, the increase is 
thus seen to have been a little less than $2,000,000,000. 
The question is thus properly asked why it has been that, 
while the banks were liquidating their loans on securities, 
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they were steadily buying bonds, and so enlarging their 
total investments. The answer to this inquiry is largely 
found in the facts as to public finance. 

As is well known, since the opening of the administra- 
tion of the Treasury Department by Secretary Mellon, 
there has been a disposition to provide the Treasury 
with the funds that it needed by short-term financing, 
Treasury bills being issued from time to time and sold 
to the banking community. These are usually held 
by the banks in the expectation that they would be useful 
at some time in the future for the purpose of obtaining 
accommodation at reserve banks where custom has 
required the practically unlimited purchase of such bills 
or the ready discounting of notes secured by them. 
During the months of March and April, 1931, as is 
well known, an unusual volume of such issues has taken 
place, due partly to the fact that older issues were 
falling due and required to be refunded, as well as partly 
to the decision of Congress to double the amount of 
loans allowed to “‘ veterans ’’ of the world war who were 
holders of so-called “‘ bonus certificates.” 

These offerings of Treasury certificates, short-term 
bills and other paper has very greatly tended to over- 
burden the banking community, which has purchased 
heavily of the new offerings. Figures are not yet 
available to show exactly what this increase has been, 
but for the time being it has unquestionably been a very 
heavy one. The table already given shows a growth 
of $2,300,000,000 during the past year, while during 
the months of March and April alone the growth was 
$800,000,000. Buying has been furthered by the lack 
of commercial paper and the need of income bearing 
assets. 

At the same time large issues of corporate securities 
have taken place in the open market, and it has been 
thought necessary by the banks that they should finance 
the new issues freely in order to enable them to obtain 
a successful sale. Thus, both from the side of the 
government and from that of private finance, the burden 
of responsibility resting upon the banks has grown 
heavier and heavier, and the tendency to enlarge invest- 
ments has more than offset the liquidation that has 
taken place in the selling of securities behind customers’ 
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notes. It remains a fact that the burden upon the 
stock market, produced by a liquidation of this kind, 
has not been lessened in its severity by the fact that 
banks were steadily increasing their holdings of govern- 
ment and corporate bonds, many of which have been 
of a seriously unliquid character. 

The behaviour of the stock market in these circum- 
stances is well worthy of note. After reaching a low 
point in December, 1930, the market, under the influence 
of low discount rates and more hagpeful opinion with 
regard to the future of business, advanced quite decidedly 
during January and February. After a period of 
hesitation it then began to move downward, and has 
to-day returned to the level that prevailed in December 
last. Naturally, not all stocks have gone through the 
same period of change, but there has been a sufficient 
similarity between them to show that the revaluations 
which were taking place were the product of a common 
cause and were not simply the outcome of speculative 
manipulation or of real changes in business conditions, 
since there has been no such alteration in the business 
situation as would affect all shares so nearly alike. The 
following brief table reflects the movement of stocks, 
as measured by a well known average :— 


50 Stocks. 
Week Ended. High. Low. 
1930— 
October 11th wa - - .. 1803 164-6 
November Ist 7” ‘s és ». 5983 160-2 
November 29th .. “ ‘ie .. 164°9 154°6 
December 27th .. ‘a “a os. Sapey 139°I 
193I— 
January 31st os sa “a -. %156°5 I5I°I 
February 28th .. os ws -« Sees 166:2 
March 28th a is as -- 165°5 155°2 
April 22nd ee + ae -. See 140-1 


The question how far this movement is likely to go 
is one which is naturally receiving most attention from 
those who are directly interested in the market at the 
present time. While all opinions on the subject are, 
of course, more or less conjectural, some are certainly 
more authoritative than others, and among them that 
furnished by Mr. Albert H. Wiggin, Chairman of the 
Chase National Bank, to the Senate investigating 
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committee last winter is possibly the most authentic. At 
that time Mr. Wiggin was asked his opinion about the 
position of the banks, as follows :— 


“What do you regard as the normal level of 
security loans for the country at the present time ?”’ 

““T cannot answer that. I have figures that 
show the increase and shrinkage in commercial 
loans, but I should have to analyse them to give 
any estimate of what it should be.” 

“To get back to satisfactory liquid condition, 
do you think we should go back to the level of 
about 1926 or 1927?” 

“T should say so.” 


Mr. Wiggin further gave the general level of loans 
to which he thus referred as about six billion dollars. 
The amount outstanding at the time he was speaking 
(on the part of reporting member banks) was approxi- 
mately seven billion five hundred million dollars, so 
that he apparently contemplated a necessary reduction 
of about one billion five hundred million. Since that 
date the reduction of loans that has taken place has 
been in the neighbourhood of $450,000,000, thus leaving 
possibly about $1,000,000,000 to $1,200,000,000 still to 
be liquidated under his estimate. It is clear that a sale 
of so large a sum of collateral will, if actually placed 
on the market, be a very heavy burden for the next 
few months. Still, if the movement should be carried 
on at the same rate as during the past year, it might 
be possible to complete it within a period of eight to 
ten months. To attain any such speed of liquidation 
however, it will be essential to keep the volume of new 
issues actually placed on the market down to a basis 
very much lower than that of recent periods. 

The experience of the recent past thus seems to show 
with increasing clearness that the future of market 
prices of securities in the United States is very closely 
dependent upon the policy that is followed by the banks 
of the community. That such is the case is an opinion 
which is growing more and more widespread; and this 
more general acceptance of the interpretation of present 
market conditions naturally tends to emphasize the 
probability that it will be acted upon, and that efforts 
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will be made to carry through the liquidation which is 
regarded as essential by the best bankers. A factor 
which is tending strongly to influence the market in this 
direction is also furnished by the fact that state super- 
intendents of banks, as well as the Comptroller of the 
Currency, are growing more and more desirous to have the 
assets of banks brought more closely into correspondence 
(so far as book values are concerned) with the real or 
market values. This involves a policy of extensive 
writing down of assets, and where consistently carried 
out the process frequently leads to withdrawals of 
deposits with the corresponding necessity of more rapid 
sale of those assets which have disposable security 
behind them. Exactly what influence we are to assign 
to this factor in the present situation is a matter of 
opinion; but it is clearly entitled to an important 
position. 

The future of things thus depicted necessarily makes 
for further bank failures. It was hoped, at the conclusion 
of 1930, with its amazing record of about 1,345 failures, 
that the year 1931 would show improvement. As a 
matter of fact the early months of the year have indicated 
only a sporadic and varying betterment. In January 


BANK SUSPENSIONS 
(including banks subsequently reopened) 
































Number of banks Deposits (in thousands of dollars) 
Month 
1928 | 1929 | 1930 | 1931 1928 1929 1930 1931 

_ 
January 53 54 99 203 10,983 16,413 28,903 | 78,675 
February 50 60 85 78 18,352 21,746 32,800 | 35,663 
March .. 66 51 76 89 16,953 9,002 23,769 | 43,204 
April .. 43 29 96 —- 8,190 7,790 33,388 -— 
May .. 29 112 55 —~ 6,394 24,090 19,315 a= 
June .. 28 48 66 — 13,496 19,219 70,566 oo 
july. 24 69 65} — 5,368 66,161 32,333 -— 
August 21 17 67 — 6,147 8,532 21,951 —- 
September} 20 39 66}; — 7,888 10,050 23,666 _- 
October 41 43 72 -- 9,011 13,153 24,599 — 
November} 72 68 254}; — 24,784 22,646 | 186,306 — 
December 44 52 344 _ 11,076 15,730 | 367,119 os 

Year 491 642 | 1,345 — 138,642 | 234,532 | 864,715 

















there were 203 failures, in February 78, and in March 89, 
while those for April are now estimated at about Ioo. 
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This makes a total for the first four months of the year 
amounting to not less than 470. Not only is there no 
actual reduction but numerically stated the failure 
record is growing larger. The preceding table illustrates 
what has been happening during the forepart of 1931 
in comparison with previous years. 

It is thus becoming more possible to estimate the 
real effect of the panic and the liquidation movement 
which has followed it upon American banking. Taking 
the situation for the beginning of the year 1929 as fairly 
representative of pre-panic conditions, it seems that in 
the course of the panic and the depression subsequent 
to it, a total of banks numbering about 2,750 has been 
lost, while during the same period brokers’ loans have 
been reduced by about six billion dollars and direct 
bank loans on securities by only about $300,000,000. 
The “loans for account of others’”’ which for a time 
constituted so anxious a cause of discussion, have now 
practically disappeared, being reduced at the opening 
of May, 1931, to only about two hundred million dollars. 
What has happened as regards security loans is now 
plain. The banks took over the residuum of brokers’ 
loans which could not be directly liquidated. Their 
advances thus rose tremendously just after the panic 
and for several months in succession. As the result 
of a year’s strenuous liquidation this excess burden has 
now been disposed of, and a further liquidation of 
$300,000,000 has been effected. There is still a long 
way to go before the reflection of the pre-panic period 
is fully disposed of. If the figures quoted from Mr. Wiggin 
be correct the year 1931 will hardly see the last of the 
process, while it remains to be learned whether the great 
overload of Government obligations and “ high-grade ”’ 
bonds which the banks are now taking on will not serve 
as a serious handicap, new in form but similar in effect, 
to their loans on securities. They are, at all events, 
at last showing some power to struggle with their own 
problems. 








HnodO FR 


cree ere NS VS & CD 





267 


The Use of Cheques Abroad 


HE second session of the League of Nations Inter- 
national Conference for the unification of laws on 
bills of exchange, promissory notes and cheques, 
which opened at Geneva on February 23, is being 
exclusively devoted to the question of securing unity in 
national laws on cheques. It is well known that the 
differences between national laws in this matter are a 
frequent cause of complications and difficulties. A 
survey of the degree of development of the cheque 
system abroad is, therefore, a matter of special interest 
at this time. 

In England, the cheque system has become so integral 
a part of the economic structure of the country and a 
personal “ habit ’’ among a large section of the com- 
munity, that it is sometimes taken for granted that 
cheques are equally widely used in all other countries 
whose commercial and economic development is on an 
equivalent plane. This assumption is by no means 
correct. 

Apart from general personal and commercial customs 
in the various countries having a highly developed 
banking system and without quoting from their respective 
commercial codes, it may be remarked that the degree of 
popularity attained by the cheque system seems to be 
very closely connected with the amount of protection 
afforded by law in the respective countries to the various 
parties to any cheque transaction, though it should be 
added that in certain countries the legal code has already 
of late years been amended in this light. For example, 
in Belgium in March, 1929, an enactment was pro- 
mulgated (Article 509 bis of the penal code) whereby 
“anyone who’’—among other offences—‘‘ knowingly 
issues a cheque without previous available provision 
having been made therefor is liable to imprisonment 
from one month to two years and a fine ranging from 
26 to 3,000 francs.”’ Furthermore, to the Law of June 20, 
1873, on Cheques was added at the same time an article— 
number 13—enacting that “‘any banker who issues a 
cheque book (of cheques upon himself) which does not 
bear upon its cover the complete text of article 509 
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bis of the penal code will be liable to a fine of 50 francs 
for each offence.”’ 

It is difficult to give figures for any particular country 
to show the use of cheques per head of population, but 
observation would seem to show that it is quite likely 
that the United States would take first place. At any 
rate, it can be stated on the authority of a recent speech 
by the Manager of the New York Bankers’ Clearing House 
that in the midnight clearing alone in New York City 
one and a half to two tons of cheques are handled nightly. 
There are three factors which between them may account 
for the popularity of the cheque. Firstly there has been 
and still is a great deal of propaganda on the part of 
American Banks to popularize the various services 
offered by them; secondly, stamp duties on cheques 
(popularly referred to as a “ nuisance tax”’) have been 
abolished; and thirdly, wages are commonly paid by 
cheque. It may be added that it is quite usual to see 
cheques drawn for even smaller items than are customarily 
subject to cheque payments in England. In America, 
the crossed cheque system, as known in England, is 
not used. Incidentally it may be also remarked that the 
size and layout of cheques have been standardized there. 

Coming back to Europe, the cheque system is far less 
popular in Germany than in England, but definite reasons 
can be adduced to explain this. In Germany, before 
the War, the use of the bill of exchange for the settle- 
ment of debts, together with the method of effecting 
immediate payments by giving transfer instructions to 
one’s banker, was general and traditional. These methods 
are still widely and generally employed to-day. After 
the War, the development of the cheque system was 
retarded by new and important influences. The middle 
class, which in England and America is responsible for 
a large percentage of cheques drawn on personal accounts, 
had in Germany almost ceased to exist during the 
inflation period, and in many cases commercial banks, 
following the disappearance of the paper mark when it 
had lost all value, were compelled to write off small 
balances and to request such customers to close their 
accounts. Incidentally it would seem that such people 
as have still retained their old habits of thrift have since 
tended to turn to the Savings Banks and to the Hypothe- 
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kenbanken which are institutions akin to our Building 
Societies. On the other hand, as another result of 
inflation, business became short of capital, and the 
credit to be gained from the use of commercial paper 
caused the three months’ bill to receive additional 
favour from both debtor and creditor alike. 

In spite of these post war influences, however, the 
use of the cheque in Germany is actually growing, 
though it is safe to say that the cheque will never become 
the general means of making payment until the two 
schools of thought represented by the protagonists of 
cheques and transfers respectively become reconciled. 
Broadly speaking, Berlin may be said to be the home of 
the former whilst Hamburg is the home of the latter. 
As against the cheque system supporters of the transfer 
system put forward three advantages (1) Greater safety 
is claimed; a cheque is, as a rule, paid to any holder, 
and the drawer must protect himself against loss or 
theft. (2) The transfer system dispenses with the need 
for the beneficiary’s receipt. (3) The transfer system 
requires less till money in the banks, as transfers are 
settled through the Clearing. Probably a correct con- 
clusion would be that both cheques and transfers can 
find a place in the banking structure of the country. 
The Reichsbank makes use of the transfer principle in 
connexion with its system of effecting payments in any 
town in Germany through the media of its numerous 
branches (Ferngiroverkehr) whilst the Post Office has a 
similar transfer system (Reichspostgiroverkehr), and 
both these methods of transfer may be said to constitute 
the most popular method of settling debts throughout 
the country. 

In France, as is the case in so many continental 
countries, the commercial bill easily takes first place as 
the current mode of settling indebtedness, and it seems 
likely to retain that position in the economic structure 
of the country if only because of its importance as a 
method of providing finance by means of discount 
operations—a system which is acceptable both to bankers 
and to their commercial clients. Thus for business 
purposes the use of the cheque is largely limited to the 
withdrawals of cash from the banks and for payment of 
bills when they fall due. It is only infrequently that 
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business cheques are transferred by endorsement. 
Similarly, the personal use of the cheque is largely 
confined to the withdrawal of cash from the customer’s 
own account. Ordinarily one would not pay one’s 
grocer or tailor by cheque. It cannot, therefore, be 
said that in France the use of the cheque is, as yet, 
popular, although its use is growing. One may perhaps 
not unfairly hazard the suggestion that the opening of 
affiliations of English and American banks in France 
may have done something towards making the cheque 
habit more popular. The “cheque barré”’ or crossed 
cheque is now recognized in French law and banking 
practice, and the value of this development is apparently 
becoming more fully appreciated. In fact it may be 
said to be almost a general practice to cross the cheques 
which are handed over to messengers in payment of 
acceptances presented at maturity. 

Although there is a stamp duty of 20 centimes on 
cheques as against an ad valorem duty on bills, it would 
seem unlikely that the development of the cheque 
system is at all hampered by this tax. On the contrary, 
the facts which militate against its development are 
far more deep seated. The legal aspect reveals certain 
circumstances which hitherto have tended to retard 
the growth of the cheque system, for it was only in 1928 
that it was made a criminal offence to issue cheques 
without provision. The personal use of cheques, too, is 
bound to be retarded until married women have the 
same freedom to use a bank account (i.e. without marital 
restraints) as in England or America. In another direc- 
tion the machinery of the banking system for handling 
cheques cannot fail to have an important bearing upon 
their popularity. Usually customers of French banks 
can only pay in direct to their current accounts cheques 
drawn on local banks, and “ outside’”’ cheques being 
credited less commission and interest for the period of 
collection. The absence of a highly developed clearing 
house system for the collection of provincial cheques has 
an obvious bearing upon the matter. Again, the carrying 
of a current account does not necessarily imply the use 
of cheques, for there are really two kinds of current 
accounts—‘‘ comptes de depét ”’ and ‘‘ comptes cheque.” 
On the other hand, many transactions which in England 
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would be covered by the use of cheques, are settled by 
what are called ‘“‘ cheques postaux.’” This name is 
somewhat of a misnomer, for the transaction is really a 
transfer through Post Office accounts (not to be confused 
with the type of account carried by the Post Office 
Savings Bank in England). Most business houses main- 
tain these Post Office accounts, and the large stores and 
mail order houses make very considerable use of them, 
marking their stationery and advertisements with their 
Postal Account number so that out-of-town and provincial 
clients can easily and cheaply remit payments through 
their own local post offices. In France, the postal 
cheque system is undoubtedly increasing rapidly in 
popularity, and this is probably due to the fact that 
advices of payment are made @ domicile by the postman. 
Thus the number of payments made annually has 
increased from 3,080,451 in Ig1g to 71,759,387 in 1929, 
and the total number of accounts at the end of 1929 was 
453,940. This system of postal accounts is not confined 
to France, for certain other continental countries make 
great use of the system. In fact, in certain countries, 
provision is made for the collection of bills on non-banking 
or outlying places by the postal authorities. 

In Italy, the ordinary cheque is hardly at all in 
personal use, and is not used to a great extent even in 
commercial transactions. On the other hand, circular 
cheques (Assegni Circolari) which may be issued by 
duly authorized banks, or money orders (vaglia) which 
are issued by the Bank of Italy, the Bank of Naples or 
the Bank of Sicily, are used for effecting the majority of 
payments which cannot be covered by cash payments or 
bills. The circular cheques are issued free of commission 
by the large commercial banks and are used more par- 
ticularly by merchants and others who keep accounts 
at one of the banks issuing such instruments whilst the 
“‘ vaglia ’’ is more generally used by the non-commercial 
public. Seeing that these instruments can be obtained 
and handled so advantageously, it is difficult to see how 
the use of the ordinary cheque can be expected to extend, 
especially as the latter is not only subject to a collection 
commission when drawn on outside towns, but also lacks 
the legal protection which has been afforded by special 
laws in the case of the ‘‘ Assegni Circolari.”’ 
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As would be expected, the ordinary cheque is more 
used in Northern Italy and the regions where the custom 
of keeping balances in banks is more general. In central 
Italy it is not used very much, and in the South and in 
Sicily even less, but in these districts the custom of 
hoarding money in the home is not unusual and the 
development of deposit and branch banking is relatively 
slow. Very often cheques are regarded with suspicion 
owing to their abuse as credit instruments in the past; 
and with disfavour by those who do not themselves 
maintain bank accounts and hence encounter difficulties 
in obtaining payment. The present position of the law 
makes it necessary for paying banks to exercise great 
caution in ensuring that the person to whom payment 
is made is, in fact, the person properly entitled to receive 
payment. Hence payment of an open cheque may be 
refused by the drawee bank if the party presenting it is 
not personally known to the bank. Ordinary cheques 
are subject to a stamp duty of 20 centesimi, but this 
cannot be said to affect their use in any way. On the 
other hand, the “‘ Assegni Circolari’’ do not bear revenue 
stamps, although an annual payment to the revenue 
authorities for the privilege has to be made by issuing 
banks. The practice of crossing cheques was first 
recognised by the Royal Decree of October 7, 1923, 
No. 2283, but this referred specifically to circular cheques. 
It cannot, however, be said that it is a general practice 
to cross cheques in Italy. 

Italy is also one of those countries making extensive 
use of the postal cheque system. In fact, it is now an 
obligation which is laid upon most trading concerns to 
carry a current account with the Post Office. Drawings 
on these accounts by cheque are certified and forwarded 
by the Post Office. Hence these certified cheques are 
particularly useful when effecting payments in non- 
banking places. When required these postal cheques 
can be accompanied by a form of receipt, to which the 
Post Office will obtain a discharge for return to the 
remitter. The development of the postal cheque system 
in Italy has met in a very satisfactory way a long felt 
want and the general opinion is that it will continue 
to develop. 
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English Reviews. 


N the last chapter of his Treatise on Money, Mr. J. M. 

Keynes points out that before we can perfect our 

monetary theory, or apply it with safety to practical 
questions, we must increase our quantitative information 
concerning contemporary economic transactions. This 
view is strongly supported by an able article in the 
April number of the WESTMINSTER review, entitled 
“The Cost of Living Index,” wherein it is shown firstly 
that the present cost-of-living index number prepared 
by the Ministry of Labour is “ in no sense a satisfactory 
measure of the movement of retail prices as a whole, 
and secondly, that it is a very dangerous weapon in 
current economic controversy.” The writer explains 
the difficulties attendant upon any attempt to form an 
index number of retail prices, owing to the multiplicity 
of grades of commodities and the different prices at 
which each grade may be sold in varying localities, and 
further, the diverse extent to which different commodities 
enter into the family budgets of the different classes of 
the community. He considers that the collection of the 
requisite data for a satisfactory study of retail prices 
could probably best be left in the hands of the Ministry 
of Labour, and, he concludes that ‘‘a preliminary to 
further progress must be an exhaustive investigation into 
the different qualities and quantities of goods included 
in family budgets based on incomes of varying amounts.” 
This article deserves the close attention of our readers. 

Most of the current English reviews have articles 
upon the Budget, wherein may be found much criticism 
and little praise. The MIDLAND review appropriately 
calls it the “‘ Budget of Hopes Deferred,’’ and gives us 
an analysis as exhaustive as it is scathing. We sincerely 
echo the hopes of these reviews that Mr. Snowden’s 
optimism may be justified. 

Optimism is certainly the feature of an article in 
the April issue of MARTINS BANK review, entitled 
‘““ England’s Economic Outlook,’’ which is based upon 
Sir Walter Layton’s article in the ‘‘ Revue de Paris.” 
While agreeing with the writer that possibly enough 
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has been said concerning the darker side of England’s 
position, yet it is useless to live in a fool’s paradise, 
and some of the figures quoted are apt to be misleading. 
For example, if 1928 be taken as par, it is shown that 
our index of general production had fallen by much less 
than that of Germany or the United States in 1930. 
But what would be the result if an earlier year were 
taken as the basic year ? 

The leading article in LLoyps BANK review for May 
deals with “The Economic Situation in Great Britain 
and in France.” It is from the pen of Mr. Frédéric 
Jenny, Financial Editor of ‘‘ Le Temps,” and deals 
mainly with gold movements and unemployment. He 
is of the opinion that the flow of gold from England to 
France during 1930 was due primarily to the repatriation 
of funds sent here for security when the franc was 
depreciating, and secondly, to the monetary policy 
pursued by England during the last few years: cheap 
money and credit expansion, which has had the effect 
of driving floating balances from London. To check the 
inflow of gold the Banque de France lowered its rate 
of discount to 2 per cent., and did all in its power to 
stimulate the export of capital by facilitating the intro- 
duction into France of international securities. The 
French public, however, has rejected this type of invest- 
ment owing to absence of confidence therein. The rise 
in the market rate of discount in London, at the end of 
January this year, due to the intervention of the Bank 
of England in the money market, has stopped the flow 
of gold to France and enabled the Bank of England to buy 
gold. 

The writer then contrasts the unemployment position 
in the two countries and states that ‘‘ unemployment 
is far more a symptom than an independent phenomenon ; 
it is a symptom of decreased activity and of economic 
stagnation.”’ He believes that France has so far suffered 
little from the world depression owing to the fact that 
she seldom produces more than she requires for her 
internal consumption and, owing to her tariff barrier, 
depends less than other countries on international 
markets. On the other hand, the economic structure 
of Great Britain makes her essentially dependent on 
international trade, for she must purchase from abroad 
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much of her food and raw materials. Hence to maintain 
normal conditions, British industy has to produce largely 
for the export trade. The world depression has, therefore, 
had a great effect on Britain’s prosperity. Mr. Jenny, 
however, does not consider that this is the end of the 
story, for he suggests that the replacement of coal by 
other products may deprive us of one of the chief sources 
of our prosperity, but he believes that the following 
events are the basic causes of our troubles :-— 

(1) The return to the gold standard on the basis of 
the pre-war value of the pound sterling increased the 
burden of the enormous debt contracted during the 
war, and has necessitated crushing taxation. 

(2) ‘‘ The cost of production abnormally increased by 
taxes should have been compensated by savings, but 
this was not done,” largely owing to the difficulty of 
reducing wages. 

(3) Owing to the cost of labour being too high industry 
no longer pays; capital is not invested in industry; and 
unemployment increases. 

(4) Normally, necessity and privation should stimu- 
late the workers, like the employers, to agree to indispens- 
able sacrifices, but this has not come about because of 
“ the so-called insurance against unemployment.” 

Turning to the remedies for our ills the writer 
dismisses the devaluation of the pound sterling as 
impossible. He does not believe that tariffs would help 
us, as they would tend to raise our international prices 
instead of lowering them. But he believes that the 
present financial menace caused by unemployment insur- 
ance will induce action which will enable Great Britain 
to ‘‘ emerge victoriously from her present difficulties by 
the adjustment of wages, the revision of social charges, 
and strict economy in public expenditure, which will be 
followed by the reorganization of her industries.”’ 

We have devoted considerable space to this lucid 
article, but little excuse is needed, and, indeed, it seems 
a pity that the writer’s conclusions cannot be broadcast ! 

BARCLAYS BANK review for May has an interesting 
article upon trade conditions which concludes on a 
somewhat pessimistic note. The writer considers that 
greater confidence in the stability of commodity prices 
is one of the chief requisites of a general improvement 

y* 





276 THE BANKER 


in trade and the further weakness in these prices during 
April makes it impossible “ to form any definite conclu- 
sion as to whether the end of the decline is at hand.” 
The same review has some informative notes concerning 
railway electrification, shipping and shipbuilding and 
the Cotton Mission to the Far East. 


Foreign Reviews 


Two extremely interesting Bulletins have been 
received this month from THE CHASE NATIONAL BANK, 
of the City of New York. One is entitled “ Gold,” 
and is a criticism of the Interim Reports of the Gold 
Delegation of the Financial Committee of the League of 
Nations, and the other is called, “‘ The Tariff and the 
World Depression.’’ They have both been written by 
Dr. Benjamin M. Anderson, the economist of the Chase 
National Bank, and will repay careful study. A para- 
phrase of these must of necessity be rather disjointed. 

The first Interim Report of the Gold Delegation, 
published in June 1930, had as its main thesis the argu- 
ment that there are doubts whether production of gold 
will be sufficient to maintain an adequate rate of credit 
expansion with a view to maintaining a fixed level of 
commodity prices. Dr. Anderson points out that any 
fears or doubts on this point have been disposed of 
for some considerable time owing to the recent great 
fall in the level of prices and adds: “ If gold was adequate 
in 1928 to do the business of the world on the then 
existing level of prices, wages, and rental; gold is much 
more adequate to-day.” 

In the second Interim Report published in January 
1931, the Delegation recognizes this fact, and admits 
that the stock of gold and the future production of gold 
will be sufficient to meet the demands for some consider- 
able time. In Dr. Anderson’s words, “‘ There is, therefore, 
on the Delegation’s own admission, no need for us to be 
stampeded with respect to the problem of gold or with 
the adoption of measures for ‘ economizing gold,’ such 
as the Delegation suggests.” 

Dr. Anderson then proceeds to a detailed study and 
criticism of the two reports. His principal point of 
criticism, and it is a constructive one, is a suggestion 
that ‘“‘one of the world’s greatest needs of to-day is 
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economy in the use of credit, rather than an economy 
in the use of gold.’’ He points out how, since the War, 
the world has relied to a great extent on bank credit 
as a source of capital and he suggests that the Delegation 
might profitably study the liability side of bank balance 
sheets. He then goes on to indicate very fully how the 
“world can readjust itself to variations in gold produc- 
tion.”’ It is worth while to quote his remarks in full 
on the use of credit. ‘‘ The question of the uses to which 
credit is put perhaps makes the most difference of all. 
If the future growth of bank credit is primarily limited 
to increasing commercial loans and loans to manufac- 
turers for work in process and the like, leaving investors’ 
capital and other normal sources of capital to supply 
the capital needs of industry, the problem is simple for 
the indefinite future. There is plenty of gold for the 
normal expansion of credit for commercial needs. 
There is not enough gold, mined or unmined, to enable 
us to continue the unsound things we have been doing 
in recent years.”’ 

He then attacks the Delegation’s desire for a fixed 
price level and its theory of goldreserves. He concludes 
his article by quoting what, in his mind, is the most 
important thing the Delegation has said: “ If any such 
measures as we have mentioned are actually adopted, 
great care will have to be taken to see that they are not 
in advance of actual needs and that, on the gold 
economized, a structure of credit is not built which 
exceeds the normal growth of production and trade in 
gold-using countries.”’ 

In the Bulletin entitled “‘ The Tariff and the World 
Depression,’”’ Dr. Anderson attacks the present high 
protective tariff of the United States and considers it 
to be one of the most serious obstacles to the revival 
of trade. ‘‘ The quickest way to get out of the existing 
depression is to reduce our tariffs so that our foreign 
customers may sell more goods here and get more dollars 
with which to pay interest upon the debts to us and with 
which to buy our goods. If we do not buy we cannot 
sell. If we do not buy enough we cannot sell enough.”’ 
These words sum up Dr. Anderson’s whole article, 
although he expressly states that he does not consider 
that the tariff is the only cause of the depression and, 
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further he does not advocate a total sweeping away of 
tariffs. He does consider that a reduction of the tariff 
in the United States, regardless of what the rest of the 
world may do, would have a stimulating effect on the 
present condition of affairs in the United States and 
possibly throughout the world. 

The renewal of business activity which was reported 
in the reviews from the United States last month has 
not shown signs of continuation. We read in the 
GUARANTY SuRVEY for April that, “The usual spring 
peak has come and gone without bringing any signs of 
significant improvement. Expansion last month was 
of no more than seasonal magnitude.” The writer of 
this review reads this as a sign that business activity 
will remain stationary for some time and recovery may 
be expected at the end of the summer. The general 
financial situation is very much better, banks have 
reduced their borrowing from the Federal Reserve 
institutions, and there have been no bank failures 
comparable with those of the latter part of 1930. 

In the review published by the AMSTERDAMSCHE 
Bank N.V., Amsterdam, is an article on the general 
conditions in Holland. It makes interesting reading, 
for Holland is one of the few free-trade countries in 
Europe, and the writer draws attention to the fact 
that a certain degree of protection is being given to 
various classes of agricultural produce. He goes on 
to say, however, that the question of protective tariffs 
raises “‘ the question of the whole basis of the present 
economic system.’ Up till now business and trade 
have depended on private initiative for private profit 
under free competition. ‘‘ The more a trade relies upon 
assistance from the State, the less it is possible to compute 
genuine profits; while on the other hand the industrialist 
or producer is obliged to renounce to an increasing 
extent his right of free management. We may well ask 
ourselves whether we have before us a gradual trans- 
formation of the system of production and the type of 
social life.’’ The writer does not develop this idea, 
but it is one of great importance and interest and we 
would hazard that the next twenty years or so will 
see a great conflict between production on the capitalist 
principles for private profit and production on com- 
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munist principles for the benefit of the State, as in 
Russia at present. 

The author of the review issued by the HUNGARIAN 
GENERAL CREDITBANK states that the expectations for 
improvement of a month ago have not been realized. 
The only cause for satisfaction that he can now find is 
the maintenance of figures for production at a stable 
level from which he draws the conclusion that the depres- 
sion has probably reached its greatest depth. This is the 
impression we gain from reading the various reviews 
coming from all parts of the world. 

The SKANDINAVISKA KREDITAKTIEBOLAGET quarterly 
report for April contains an article by Professor Gustav 
Cassel on ‘‘ The Influence of Bank Policy on the Level 
of Prices.’’ In this article he opposes the opinion, held 
by many, that a central bank is not in a position to 
control the general level of commodity prices by its 
discount policy. If the central banks have no control 
over price levels then, Professor Cassel says, ‘‘ we are 
forced to the conclusion that there is no such control 
and that in this sphere we are at the mercy of quite 
uncontrollable and incalculable influences.” Conse- 
quently this must inspire a feeling of insecurity and a 
lack of confidence. It is admitted that a central bank 
can control the value of its own currency by making use 
of its discount policy and Professor Cassel quotes the 
case of the Bank of England. 

While we agree that a central bank, by a judicious 
use of its rate of discount, can exert a strong influence 
upon the general price level, yet it would seem that 
Professor Cassel lays too much stress upon the control 
which can thus be exercised, especially when conditions 
are abnormal. He agrees that the efficacy of a liberal 
credit policy in raising prices is dependent upon the use 
to which this money is put, but he denies that stock 
exchange speculation can in itself entail any drain on 
capital, or that money can remain unused on deposit 
or current account. It is impossible here to discuss this 
highly controversial subject, but few economists will be 
found to agree with the conclusions reached. 
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Table VI BRITISH TRAD 


COAL PIG-IRON (1) STEEL (1) | 






j . | } 
| Exports 
| cluding Number of | production | Production | 























> i | i e 
Production a = ie 
. . t | 
mies of ——— of Ng 7 of ee of 
1928 
JANUARY .. “ ae be as 21-5 4-3 148 | 560 626 
APRIL “ia +a “ ha ne 18-2 4:0 149 | 563 644 
JULY we oe oe ne a 18-1 4-5 131 | 538 667 
OcTOBER .. “s ae ee - 21-1 5-1 136 544 756 
1929 
JANUARY .. es as oe ee 22-4 4-9 139 | 564 765 
APRIL ee on a ae oe 20-9 5-0 152 611 809 
JULY .. - éa Ke a os 21-1 6°3 167 672 805 
OCTOBER .. ‘a “es zh se 23-0 6:2 166 689 890 
| | 
1930 
JANUARY .. “e es és ae 23-8 5-9 159 650 771 
FEBRUARY .. 7 ee es ae 21-7 5-0 162 607 776 
APRIL i - ws os os 19-7 4°6 151 620 696 
May ae = as ee 7 21°3 5-3 141 615 692 
JUNE as as ne ee ee 16-9 4-2 133 563 600 
JULY “a aa ne ee at 18-7 4-9 105 486 621 
AUGUST én _ a we ee 17°9 4:3 104 417 451 
SEPTEMBER. . an - a “a 19-6 5-0 104 425 581 
OCTOBER .. ne me és se 21:0 5-1 96 415 512 
NOVEMBER .. as es ee oe | 19-8 4-4 92 384 434 
DECEMBER .. os - ee ae 20-7 4°6 76 350 337 
1931 
JANUARY .. ais —- ae on 19-2 3-6 83 337 402 
FEBRUARY .. a a ee os 18-9 3-8 81 320 486 
MARCH ee oe ae os ae 19-4 3°8 81 357 500 
APRIL =e es os os oe 18-6 3°6 78 323 397 
(1) Returns issued by jt 
Table VI_ BRITISH TRADE AND INDUSTRY—cont. _ 
OVERSEAS TRADE BANK CLEARINGS. | UNEMPLOYMENT . 
4 | | ¥ : San er a — ‘se { “4 Index of 
IR ts andi ‘Provincial Total Compar- rf —— “— 
| Imports | Exports e-exports| Country” = insured Register | (Quarterly) 
| | otal persons 
| £ £ | £ j 4 | £ £ £ unem- H's 1924 = 100 
millions | millions | millions | millions millions | millions millions ployed | omitted 
| ' ' 
1928 | | 
JANUARY... | 100°4 59-7 | 10:3 10°3 5-8 16-1 19-0 10-7 1,204 105-7 
APRIL + 96-8 | 55°3 | 11:0 10°5 6-0 16-5 19-2 9°5 1,081 103-7 
JULY ee 05°5 60:9 | 8-5 10-2 5-5 15-7 18-5 11°6 1,259 95-4 
OCTOBER... | 102-7 64°3 8-9 10-2 5:4 15-6 18-8 11-8 1,339 105-2 
1929 | 
JANUARY... | 116-1 | 66-9 9-8 10-4 5-5 15-9 19-1 | 12:3 1,427 108-3 
APRIL ee 104-2 60-2 | 10°4 10-5 | 5:3 15-8 19-0 | 9-9 | 1,159 111-0 
JULY ee 93-6 | 66-5 8-0 10°3 5-4 15-7 19-0 9-9 1,140 108-2 
OCTOBER .. 1103 | 64°6 | 9-1 10°3 5-1 15°5 18-9 10°4 1,218 114°8 
| H 
1930 j | 
JANUARY.. | 101-9 58:3 | 8-2 10-4 5-0 15-4 19°5 12°6 | 1,481 | 109-6 
FEBRUARY 88-2 61:9 | 86 9-8 5-1 14-9 19-4 13-1 | 1,518 | 
APRIL 6 83-9 46-9 | 7°8 10-4 4-7 15-1 20-3 14°6 1,678 | 
May |i 2S 51:0 9-1 9°8 4°3 14-1 19-2 15:3 1,745 | -100-9 
JUNE -- | 83-4 42°83 | 79 9-2 | 42 13-4 18-5 15-4 1,841 | 
JULY -- | 85°2 50°7 | 6-7 10-0 | 4:3 14°3 19-9 16-7 1,964 
AvaustT .. | 79°9 42°8 6°3 90 | 4:0 13-0 18°3 Res 2,036 90-7 
SEPTEMBER 78°7 42°7 5-4 8-6 | 3-7 12-4 17-8 | 17°6 2,115 
OCTOBER . . 90-9 46-9 7-2 96 | 4:0 13-5 19-9 18-7 2,200 
NOVEMBER 79°4 44°1 6°8 9-4 | 42 13-6 20-2 19-1 2,274 92°7 
DECEMBER 89-6 | 38-5 5-2 9-4 | 4:3 13-7 20-9 | 20°2 2,393 
| 
1931 
JANUARY.. | 75°6 | 37°6 | 6-0 9-9 4-2 14-2 22-1 | 21°5 2,614 
FEBRUARY | 63:6 | 31:8 5-9 9-1 4:1 13-2 20-7 21-7 2,628 84-8 
March ... | 70:7 | 34-0 5-4 8-9 4-1 13-0 20-4 21-5 2,625 | 
APRIL | 70-0 | 32-5 6-6 9°5 3-9 13°4 21-1 20-9 2,532 
! i 
1 Daily averages. * “Country ” clearings at London Clearing House. * Total clearings (London 


“Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 
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HH TRAD INDUSTRY Table VI—cont. 
STEEL (1) TRON TS THEREOF | MACHINERY COTTON WOOL 
—— . were ceclaberminesc aia —— ee a — ——___—__—_|— - aa . sain 
| | | Exports of | Exports of Exports of | Exports of Exports of 
Production | Imports | Exports Imports | Exports Yarns Piece Goods } Tops pa — pee = 
| | | rste ors 
| be Ti 
housands of | | Thousands | Thousands | £ i £ Millions of Millions of Millions Millions Millions of 
Tons | | of Tons | of Tons thousands | thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yda. 
a | a Te a ae ee: ey es 
— | —_——— 
626 284 «OC 332 1,345 4,805 14°9 337°4 | 2°8 4-0 16-9 
644 253 | 344 1,464 4,143 13°38 | 314°8 2-9 3°7 10-0 
667 219 333 1,461 4,567 11-4 338-6 2°6 4-2 18-0 
756 261 377 1,488 4,402 15-1 } 334-0 2°5 4°5 | 12°7 
| 
765 244 421 1,627 5,078 16-9 379°3 | 3-1 3°6 | 18-6 
809 262 340 1,574 4,151 13°1 349-4 | 2°4 3-0 | 9-5 
805 237 376 1,687 5,066 15-0 355-4 2-2 5-1 | 17°5 
890 248 390 1,724 4,803 13°5 265°8 3°3 4°5 | 11-1 
771 310 352 1,514 4,456 13-2 313-2 2-7 3°7 14-1 
776 259 294 1,520 4,274 12-2 299-5 1-9 | 3°0 13-0 
696 234 268 1,699 3,861 11°5 217-0 2-4 } 3:0 7:0 
692 234 295 1,853 4,471 12-4 218-1 1-9 2°5 7-9 
600 215 251 1,476 3,652 10°7 158-7 2°2 2-4 6-6 
621 199 303 1,415 4,440 11:0 197-4 2°7 | 3°2 10-1 
451 195 219 1,405 3,507 10-2 168-0 2:3 3°1 11-0 
581 224 200 1,214 3,061 9-1 142°7 2-1 | 3-1 | 9°6 
512 264 264 } 1,499 4,128 11°7 150°3 3-1 | 3°6 | 8-7 
434 210 204 | 1,145 3,520 11:0 130°3 2°5 3°8 | 8-3 
337 283 170 1,460 3,332 11:6 130°2 2°4 | 2°8 | 7°5 
402 222 167 1,181 3,280 11°3 | 155-6 2-4 2°4 | 10-4 
486 177 144 1,137 2,673 9°3 146-3 2-3 1-9 8°6 
500 210 170 1,246 2,874 10°8 136°4 2-4 2°2 6°38 
397 193 188 1,216 | 2,843 10°8 135°2 2°8 2°4 | 5°0 
‘ 
hurns issued |the National Federation of Iron and Steel Manufacturers. 
nt Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY ] FRANCE ITALY® 
5 |---|, | . _ 
yo ty Wholesale 1 | Wholesale Whsteaste Living | Wholesale cont of Wholesale | Cost of 
Xo | ppart- | Statis- Statis- Statis- r | ; 
(onan ——_—_—) Santa | reer | deches | Girt | ‘ge’ | ‘ace ~ 
‘ | Board of  ‘*Econ-| | (Ministry; Labor) Reichsamt) Reichs- | Gén rale) tique } 
1924 = 100 | Trade omist” [of Labour)! j amt) | Générale) | ! 
‘ | | eum | | 1913/14 | uly | (Jan.-July) 
1913=100 1913 = 100 | 19142 100 | 19138 = 100 1915 = 100 = 100 | 1913 = 100 | 1914 = 100. 1913 = 100) 1914 = 100 
108-7 1928 | | 
103-7 JanuaBY .. | 141:1 135°5 | 166 | 138-0 | 138-7 | 150-8 606-7 507 | 134-3 | 145 
95°4 APRIL «» | 142-9 139-5 164 | 139°5 | 139-5 | 150-7 | 623-8 519 | 134-7 | 145 
105-2 JULY ee 141-1 135-9 | 165 | 140-8 141-6 | 152-6 | 623-8 519 132-6 143 
OcropeR .. | 187-9 131°1 167 140-1 | 140-1 | 152-1 | 617-0 531 133°5 | 144 
| | 
| | 
} | | 
5 1929 | 
aos JANUARY .. 138-3 130°3 165 | 139-3 | 138-9 | 153-1 630-6 547 134-7 148 
108-2 APRIL os 138-8 129-3 | 161 138-7 | 137-1 | 153°6 626-7 556 133-8 150 
114-8 JULY oo 137-4 | 128-9 | 163 | 140-4 | 137-8 154-4 613-0 } 555 129-5 148 
= OcTOBER .. 136-1 124-1 167 | 188-0 | 137-2 | 153-5 589-5 | 565 127-6 149 
1930 | | 
} 109-6 JANUARY .. 131-0 118-5 | 164 | 133-8 132-3 | 151-6 563-5 565 123-0 150 
FEBRUARY .. 127-8 115-9 161 | 181-9 | 129°3 | 150-3 564°4 120-7 148 
100-9 APRIL 123-7 112:3 | 155 | 129-9 126-7 | 147-4 548-4 116-6 146 
May e 122-0 110°9 | 154 127-7 | 125-7 | 146-7 541°5 572 114°1 144 
| JUNE oe 120-7 108-4 | 155 | 124-4 | 124-5 | 147-6 532°7 112-0 145 
- 90°7 JULY oe 119-2 106°8 | 157 | 120°3 125-1 | 149°3 537°6 109-0 145 
AUGUST 117-8 104-7 | 157 | 120°3 | 124-7 | 148°8 531-7 592 109-3 144 
SEPTEMBER 115°5 100-7 156 | 120°6 | 122-8 | 146-9 523-9 108-1 143 
. 92-7 OCTOBER 113-0 99°6 | 157 118-3 120-2 | 145-4 | 508-2 104-9 143 
NOVEMBER 112-0 97°6 | 155 | 115-2 | 120-1 | 143-5 493°5 597 102-9 143 
DECEMBER 108-9 94°5 153 | 112-3 | 117-8 | 141-6 487-6 100-1 139 
| | 
1931 
84:8 JANUARY .. 106-9 91-3 152 | 110-3 | 115-2 | 140-4 | 483°7 98-2 133 
FEBRUARY .. 106-2 91°6 | 150 108-2 114-°0 | 138-8 481-3 590 97-1 135 
Marca 105-9 91-1 | 147 106-7 113-9 | 137-7 | 481°7 96°7 135 
APRIL 105-7 90-0 147 113-7 | 137-2 | 483°7 | 95°8 135 
London 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
index comparison. 
emma 2 Gold index. 
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French Colonial Banking 


ANKING plays an important part in the building 
B up of a colonial empire. It establishes close 

economic links between the colonies and the 
motherland, and it enables the colonizing power to 
establish direct contact with the native population of 
the colonies. The existence of strong and safe banks 
in the colonies increases the prestige of the motherland ; 
the native population becomes aware that they can 
depend on these banks to a greater extent than on their 
own native banks. For this reason they regard the 
presence of the colonizing power as desirable from a 
financial point of view. 

French banks have duly realized the importance of 
their task in the building up of the French colonial 
empire. Throughout the nineteenth century they have 
penetrated into the remotest parts of the French colonial 
possessions. In doing so, they both rendered a useful 
service to the political and the general economic interests 
of France, and, at the same time, created for themselves 
a wide sphere in which they can operate profitably and 
almost entirely without competition. Although there 
are foreign bank branches in some of the French colonies 
and protectorates, their importance is small as compared 
with the French banking interests represented there. 
The significance of the local native banks is very small 
in practically every French colony. 

While the British joint-stock banks have no branches 
in the British colonies and dominions, some of them are 
represented there by affiliated banks. Several of the 
leading French joint-stock banks have a number of 
branches in various colonies and protectorates. Thus, 
the Crédit Lyonnais, the Société Générale, the Comptoir 
Nationale d’Escompte, and the Société Marseillaise de 
Crédit have a number of branches, mainly in North 
Africa, but also in other parts of the colonial empire. 
The big financial houses, such as the Banque de Paris 
et des Pays-Bas, are indirectly represented through 
controlling several of the French colonial banks. 

The note issue right in the French colonies and 
protectorates is in the hands of local joint-stock banks 
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Banque d’Etat du Maroc 


HE Banque d’Etat du Maroc was founded in February, 1907, by 
virtue of a concession granted by the Sultan of Morocco in 
conformity with the General Act of the International Conference 

held in Algeciras in 1906. 


The Bank has a capital of Frs. 46,200,000 fully paid up, and is directed 
by an Administrative Council of fourteen members presided over by 
Mr. Jules Cambon, Honorary President of the Banque de Paris et des 
Pays-Bas, the Vice-Presidents being the Hon. Sidney Peel, C.B., D.S.O., 
Chairman of the London Committee of the National Bank of Egypt, the 
Marquis of Caviedes, Administrator of the Banco Hipotecario de Espafia, 
and Mr. André Atthalin, Director of the Banque de Paris et des Pays-Bas. 


The Head Office of the Bank is in Tangier and its Central Administra- 
tion in Rabat, with agencies in Casablanca, Fez, Kénitra, Marrakech, 
Mazagan, Meknés, Mogador, Oudjda, Oued-Zem, Rabat and Safi—in 
the French Zone of Morocco—and Alcazarquivir, Arcila, Beni-Ensar 
(Melilla), Larache, Tetuan and Villa Sanjurjo, in the Spanish Zone. 
The Administrative Council operates in Paris—33 rue La Boétie—where 
the Bank has opened an agency for the purpose of facilitating the business 
of its clientéle between France and Morocco. 


The Banque d’Etat du Maroc is the Issuing Bank of Morocco. It 
issues notes payable to bearer at sight in the legal currency of the French 
Zone, and also of Tangier, i.e. the Moroccan franc. 


The Moroccan franc represents 65} milligrammes of gold @ 900/rI000. 
As no gold Moroccan coins have yet been minted, the bank-notes are 
repayable in gold ingots, in indivisible lots of Frs. 215,000. These 
ingots are issued in Paris, since gold is not necessary for interior circulation, 
being used only for export purposes. For the same reason, the Bank is 
only required to hold a gold reserve up to a ninth of its circulation. 
The Bank must, however, complement the guarantee on its notes up 
to a third of its circulation by means of gold currency, such as the French 
franc, the pound sterling or the dollar. 


At the end of December, 1930, the circulation of notes issued by the 
Banque d’Etat du Maroc reached 553 million francs, but it has exceeded 
700 million in years of good crops for export. 


The principal transactions carried out by the Banque d’Etat du Maroc 
deal with discounts, either to business men directly or to other Banks 
established in Morocco. The official discount rate is at present 5 per cent. 
Apart from discount operations, the Banque d’Etat du Maroc—which acts 
as Banker to the Government of Morocco—grants credits to commercial 
and industrial enterprises and undertakes all the usual banking operations. 
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who gare in turn under the control of French joint-stock 
banks. In many cases their share capital is controlled 
by financial interests in Paris. Such banks of issue 
are the Banque d’Etat du Maroc, Banque de |’Algérie 
(which has also the note-issue right for Tunis), Banque 
de l’Afrique Occidentale, Banque de Madagascar, Banque 
de la Réunion, Banque de la Guadeloupe, Banque de la 
Martinique, Banque de Syrie et du Grand Liban, Banque 
de l’Indo-Chine, Banque de la Guyanne. Four of these, 
namely, the Banque de la Réunion, the Banque de la 
Guadeloupe, the Banque de la Martinique, and the 
Banque de la Guyanne, are jointly represented in Paris 
by the Agence Centrale des Banques Coloniales. The 
Banque de I|’Indo-Chine is by far the most important 
amongst them. It was established by the Jesuits who 
had to leave France and who were allowed to settle in 
the French colonies. The French Government intended 
to transfer its note-issuing privilege after the war to 
the Banque Industrielle de Chine, but, owing to the 
failure of that bank, it was eventually decided to renew 
the note-issuing privilege of the Banque de 1’Indo-Chine. 
It has the sole right of note issue for French Indo-China, 
New Caledonia, the French settlements in India, Oceania, 
and the French Somaliland Coast. It has branches also 
outside the French colonies in various centres of the 
Far East. 

There is an increasing tendency for the French 
Government and the colonial authorities to intervene 
in the management of the colonial banks of issue. On 
the occasion of the renewal of their privileges, the 
French authorities insist upon obtaining a partial control 
and a substantial participation in the profits. For 
instance, in the case of the Banque de I’Indo-Chine 
whose privilege was renewed recently, the Governments 
of the motherland and of the colony concerned have 
secured for themselves the right of subscribing at par its 
newly issued share capital and also of participating in 
the royalty on the amount of the fiduciary issue. There 
is a tendency to apply the same rule also to other colonial 
banks of issue, as and when their old note-issue privileges 
expire. 

Another category of French banks which operates 
in the colonies corresponds roughly to the British 
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Banque Franco-Chinoise 
pour le Commerce et I’Industrie 







Capital, fully paid up - - - - - - - - -  Frs. 50,000,000 
Working funds placed at the disposal of the munque vane Chinoise 

by the Banque Industrielle de Chine - - - 4, 68,138,000 
Reserves - - - - - - - - - - - - 45 31,837,000 









ADMINISTRATIVE COUNCIL. 
President : Mr. G. Goy, President of the Administrative Council of the Banque Frangaise 
et Italienne pour l’Amérique du Sud and of the Compagnie des Chemins de Fer 
du Sud de l’Indochine ; Administrator of the Compagnie du Chemin de Fer P.L.M., 
and of the Compagnie Parisienne de Distribution d’Electricité. 

Vice-Presidents: Mr. E. Oupot, Director of the Banque de Paris et des Pays-Bas and Mr. 
CHIEN YUNG MING, former Vice Minister of Finance of the Chinese Government. 
Administrators: Messrs. AUDAP, ATTHALIN, CASENAVE, DEviES, GRAMMONT, Liou Tou 
TcHENG, Li TCHANG Y1, OGIER, POIRIER, REGNAULT, ROBERT, SALLE, TcHOU SIN 

Lan, Ts1 TcHE and WEI TAs MING. 













AGENCIES: 
France :; Paris, Lyon, Marseilles. Office in London. 
China ; Pékin, Shanghai, Tientsin, Hongkong. 
Indo-china : Saigon, Haiphong, Hanoi, Pnom-Penh, Vinh, Tourane. 
Sub-Agencies : Than-Hoa, Hué, Quinhon. 
Correspondents in the principal commercial centres of the world. 
( Banque de Paris et des Pays-Bas. 
In France: 4 Banque Nationale de Crédit. 
Société Générale. 
Midland Bank Ltd. 
Banca Commerciale Italiana. 
American Exchange Irving Trust Co. 
‘Banca Commerciale Italiana. 











In London : 





In New York: 





Banque de Madagascar 


HE Banque de Madagascar—whose Head Office is in 

Paris, 88, rue de Courcelles—was founded by Law 

dated December 22, 1925, for the purpose of exercising 

in Madagascar the privilege of issuing notes payable to bearer at 

sight. In 1926, the Bank became a Limited Company with a 

capital of 20 million francs, and commenced operations in June 
of that year. 

The Banque de Madagascar has at present branches in the 
nine most important localities in the Colony, i.e. Tananarive, 
Tamatave, Majunga, Diégo-Suarez, Nossi-Bé, Mananjary, Tulear, 
Fianarantsoa and Fort Dauphin. 

Apart from the issue of notes to bearer, the Bank undertakes 
all the usual banking transactions: discounts, advances in 
current account and on merchandise, monetary transfers, 
letters of credit, etc. 

The creation of an Issuing Bank in Madagascar has afforded 
Overseas trade facilities which augur well for the economic 
development of that Colony. 
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exchange banks. Many of them have offices in Paris 
or are represented there through their parent institutions. 
Such banks are the Compagnie Algérienne, Banque 
Commerciale du Maroc, Banque Francaise du Maroc, 
Crédit Algérien, Banque de Tunisie, Banque Commerciale 
Africaine, Banque Francaise de l'Afrique, Compagnie 
Générale des Colonies, Société Financiére Francaise et 
Coloniale, Banque Francaise de Syrie, Banque de |’Océan 
Indien, and Banque Franco-Chinoise pour le Commerce 
et l’Industrie. There is no rigid line of discrimination 
between this category of banks and the colonial banks 
of issue which are also actively engaged in banking 
operations of every kind, including the issue of loans 
and granting of mortgage credits. 

As most of the French colonies are at a primitive 
stage of economic development, short-term commercial 
credits are not, in themselves, sufficient to meet require- 
ments. It is necessary to grant medium-term and long- 
term loans to those engaged in the exploitation of the 
natural resources of the colonies. Commercial banks and 
banks of issue cannot go too far in this direction as the 
nature of their activities requires the maintenance of a 
comparatively high percentage of liquidity. In order 
to meet the requirements for long-term credits for 
agriculture, mortgage banks have been established. 
Among others there is the Crédit Foncier d’Algérie et de 
Tunisie, which is the only French colonial bank with 
a branch in London and which displays its activities 
in North Africa and in the French protectorate of Syria. 
Other important French colonial mortgage banks are 
the Crédit Foncier de Madagascar, the Crédit Foncier de 
l'Afrique Equatoriale Francais, and the Crédit Foncier 
de l’Indo-Chine. In respect of the organization of 
mortgage loans, the French colonial banking system is 
decidedly at an advantage as compared with the British 
colonial banking system. 

In order to satisfy the increasing need for credit 
facilities for the colonies, especially as far as medium 
term credits is concerned, arrangements have been made 
with the Crédit National pour faciliter la réparation 
des dommages causés par la guerre, according to which 
that institution should in future specialize in colonial 
banking. It was originally created for the purpose of 
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financing the reconstruction of devastated areas. As 
that work has now been completed, the French authorities 
and banking interests are desirous of making use of its 
existing organization in the sphere of colonial banking. 
The French Government is well aware of the im- 
portant service rendered to the French colonizing policy 
by the colonial banks. It is also aware of the necessity 
of avoiding any failure among them in the interest of 
the prestige of colonial banking as a whole, and of the 
colonizing power itself. This explains why the French 
authorities have intervened on two occasions within 
the last ten years to safeguard the interests of creditors 
of colonial banks which got into difficulties. In 1922 
the Banque Industrielle de Chine, which had an extensive 
branch system in French Indo-China and other French 
possessions, failed. Although its failure could not be 
prevented, the Government undertook to reimburse the 
depositors of the bank, and means were provided for its 
reconstruction under a different name. Quite recently 
the Banque Frangaise de l'Afrique got into difficulties 
and was reconstructed with the aid of capital supplied 
by the French Ministry of Colonies. During the present 
crisis, several colonial Governments have helped the 
colonial banks to provide adequate financial assistance 


to the population. 





COIN COUNTING, PACKAGING AND SORTING MACHINES 
Hand and Electric Models for COUNTING and SORTING 
COINS into bags, and for making rolls of COINS 





IN GENERAL USE IN BANKS, MINTS, MUNICIPAL OFFICES, GAS WORKS, 
TRAMWAY COs. STORES, OVERSEAS ADMINISTRATIONS 





MANUFACTURED BY 


INTERNATIONAL COIN COUNTING MACHINE CO., LTD., 


137/141 ROSEBERY AVENUE, LONDON E.C.1. 
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Banco Central de Bolivia. 





A SHORT SUMMARY OF THE BANK’S ACTIVITIES DURING 1930. 








T the end of 1930, the Banco Central de Bolivia, the foundation of which followed 






the reorganization of the Banco de la Nacién Boliviana, had hardly been 





































in existence eighteen months. This was doubtless a period of hard trial for the 
Bank, since it had to bear the brunt of the serious economic depression which has affected 


Bolivia as a natural consequence of the world crisis. 


The Banco Central, maintaining as it has done the standard of the national currency, 
has brought benefits beyond computation to Bolivia in every sphere of its economic life. 
In order to achieve this object, thereby fulfilling its main function, the Bank has not 
hesitated in using its gold reserves, converting every note presented without restriction or 


fluctuation in the international rate of exchange. 


During previous and prosperous years, the Banco Central de Bolivia accumulated 
considerable amounts in gold, with the precise object of meeting any demand for banknote 
conversion, thus maintaining the stable value of the Boliviano, or Bolivian peso. This is 
clearly demonstrated by the fact that, at the end of July, 1929, the gold reserves, lodged in 
Bolivia and in important London and New York Banks, exceeded Bs. 61,700,000 against 
circulating notes and deposits totalling Bs. 65,700,000, thus showing a total amount in 
hand of 94 per cent. Subsequently, and as a consequence of the economic depression and 
of the enormous curtailment in industrial and commercial transactions, the circulating 
media had perforce to be restricted within the compass of the country’s needs, and since 
the excess in circulation had to be met by the Bank in gold, the economic depression 
referred to necessarily diminished the gold reserves held by the Bank. At the end of 


1930, the position was as follows :— 


Notes in Circulation and deposits re ae .. Bs. 46,454,000 
Gold and gold and silver deposits - ie -. Bs. 40,475,800 


which gives a total gold reserve of 87-13 per cent. 


This decrease in the gold reserves is natural and, further, in precise keeping with the 
Bank’s raison d’éive in converting its notes without limitation with the sole object of 
stabilizing the Bolivian dollar. When, with the increased value of Bolivia’s export trade— 
consisting chiefly of tin-——the economic crisis disappears, a larger offer of gold in exchange 
for Bolivian currency will undoubtedly take place, when the Banco Central will issue 
more notes and augment its gold reserves, which will be disposed of anew should circum- 
stances adversely affecting Bolivia’s economic conditions demand it. The Banco Central 


de Bolivia is fully cognizant that its principal function is to maintain the stability of the 
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BANCO CENTRAL de BOLIVIA—cont. 





nation’s currency, and it fulfils this function in accordance with the stipulations contained 


in the organic law so ably framed by Professor Edwin W. Kemmerer. 


For the reasons above stated, the international exchange of Bolivia, which corresponds 
to the rate of exchange governing the sale of drafts at sight on London, has remained 
absolutely stable. In 1930, the highest quotation was Bs. 13.52 per pound sterling, and the 
lowest Bs. 13.50. It ensues that the Bolivian exchange has enjoyed perfect stability, 
thanks to the faultless functioning of the Banco Central and notwithstanding the adverse 


factors emanating from the world crisis, albeit delicate political situations. 


In order to carry out the important function centred on the stabilization of the nation’s 
currency, the Bank has found itself compelled to restrict all credit transactions devoid of 
ultimate productive results. Acting on these lines, the Bank has limited its credits to 
enterprises aiming at the development of the nation’s resources, thereby adopting a 
policy of absolute credit fiscalisation. The Bank feels that its attitude in the matter 
has safeguarded the interests of the nation and afforded protection to both public and 
private revenues. 

During 1930, the Bank has rendered constant assistance to the Bolivian Government, 


particularly in its economic programme, acting as its Fiscal Agent ad honorem. 


The authorized capital of the Bank is Bs. 30,000,000, and the capital paid up to 
December 31, 1930, amounts to Bs. 23,822,675. The shares, at par, are worth Bs. roo each. 
The reserves total Bs. 5,933,014°65 and are built up from the half-yearly contribution of 
15 per cent. of the net profits. 

The law ordains that the Bank shall hold and have in hand a minimum of 50 per cent. 
gold on the notes in circulation and deposits. On December 31, 1930, the legal amount 
in hand was 63-75 per cent., and if the remaining assets of the Bank abroad be taken 
into consideration, this amount reaches 87-13 per cent. The Bank’s position is, therefore, 
very solid. 

Up to December 31, 1929, the deposits held by the Banco Central from the Government, 
from the national banks and from the public, amounted to Bs. 17,887,100, against 
Bs. 14,659,200 for the corresponding period in 1930. The loans, discounts, and other 
advances from the Bank to the Government, to the national banks and to the public, 
totalled Bs. 21,598,000 up to December 31, 1929, against Bs. 23,008,000 for the corresponding 
period in 1930. 

The official rate of discount in Bolivia is that fixed by the Banco Central for rediscounts 
at ninety days’ sight on bills and other documents from the national banks. In 1929, the 
rate was 8 percent. In March, 1930, it was raised to 9 per cent., but from August, 1930, it 
has remained steady at 7 per cent. 

As a logical result of the decrease in the volume of industrial and commercial transac- 


tions, the net profits of the Bank diminished in 1930, showing Bs. 3,201,700 in 1929 as 


compared with Bs. 2,726,300 in the following year. 
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The distribution of dividends takes place half yearly on June 30 and on December 31 
of each year. For the years 1929 and 1930, the Bank has paid a yearly dividend of 8 per 
cent. Quite apart from this, the Bank paid the sum of Bs. 181,500 to the Government in 
1930, by way of royalties for the right of issuing notes and other privileges. 

The Banco Central de Bolivia issues a monthly bulletin recording its progress and 
furnishing exact data as to the nation’s economic position. This publication is distributed 
gratis. 

The abridged Balance Sheet of the Banco Central for the year ending December 31, 1930, 


is as follows :— 





AT CALL :— ASSETS. 
Gold and Silverin hand .. es oi .. Bs. 2,779,078-21 
Deposits on demand abroad oe ar ++ 9, 26,795,160-00 


——— Bs. 29,574,238°21 


LEGAL RESERVE, 63:7493 PER CENT. 
OTHER ASSETS :— 








Other legal specie .. iui ia -- Bs. 1,387,864-26 
Other gold deposits shied as aia oo op «=. 4. $9,869 92 
Gold abroad on time deposits as Par «+ »  1,929,858-92 
—— », 10,901,590-50 
ToTaL RESERVE as “s Pa wi we me »» 40,475,828-71 


ToTAL RESERVE, 87-1307 PER CENT. 


TIME DEPOSITS :— 
National, ee and serie ol Deben- 


tures... - Bs. 3,334,113°95 
Rediscounts and viene te Affiliated Seahe . -- 5, 1,837,039°12 
Loans and Discounts to the Public re -- 5, 17,836,811-°76 
Investments ‘ a i «+ so» 9304,325°77 
Due by Shareholding Banks au «ia os os 2,296,492°40 
Bank premises ics a ea a os os 2,928,86%+39 
Other Assets ae ‘ <a -- 5,  1,829,499°71 
Note printing plant and Royalties as -+ 5  2,843,966-41 








—— + 39,874,050° 51 
Bs. 80,349,879: 22 





LIABILITIES. 

AT CALL :— 

Notes in Circulation ee i oc pe sii te Bs. 31,794,887 -00 

Deposits ws — ‘ia i on wi me si »» 14,659,267-11 

»» 40,454,154°11 

OTHER LIABILITIES :— 

Paid-up Capital oa ia sia ix .. Bs. 25,687,075:00 

Reserves as wa a dé -- 5, 6,155,826-88 

Fund for future Dividends is wa iam dad 197,943°44 

Various ee ee a én a -- »  1,854,879°79 


—————_ ,,_ 33,895,725°11 
Bs. 80,349,879- 22 


i re 


One Bolivian Gold Peso (Bs.) = 0+54917 grs. gold.) 





(All figures in Bolivian Gold Pesos. 
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Some Westminster Bank Branches 
By Professor C. H. Reilly 


HANGES of taste in architecture seem to move 

at an ever-increasing speed. Buildings which 

appeared quite prese table ten years ago to-day 
look overloaded and passé. Most architects over fifty 
years of age and of any sensibility carefully avoid the 
streets in whic h stand the buildings they designed before 
they were forty. I know one who says Piccadilly is now 
spoilt for him in this way, and another who makes the 
same complaint of Oxford Street. Needless to say, in 
both cases they are over-sensitive about their own work. 
There are many worse buildings in both streets than 
theirs. Their very sensitiveness is a sure sign that they 
are still alive and growing and ready to do better work. 
Architects who do not feel like this about their past 
work are probably already at a standstill, however 
much work they have on hand. 

Ever since the war, and in some countries ten years 
before it, the movement of taste has been towards greater 
and greater simplification. Though in most urban build- 
ings, “and especially in bank architecture, the forms of ex 
pression used during this period have remained classical, 
they have been cli ssical with an ever-inc reasing simplicity. 
Five years ago I remember Mr. J. C. Squire, the then 
preside nt of the Architecture Club, promulg: iting, as the 
result of the general opinion expre ssed in a de ‘bate, that 
the hour had arrived for a close time for the Orders. 
Greek, Roman, and Italian columns and their trappings 
were to be put into cold storage and only brought out, if 
at all, on the very greatest occasions. It was argued on 
the ground of public manners that if a draper used the 
greatest and most ornate of the Orders for his Oxford 
Street store there was nothing left for the palace or the 
public building. The feeling, however, cuts deeper than 
that. There had been too much boasting and display of 
wealth in the world before the war and it had not pre- 
vented that disaster. Indeed, to some it had seemed to 
lead directly to it. When the war was over therefore, 
and the few intoxicated boom years that followed, the 
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movement of taste was everywhere towards greater 
simplicity of expression as well as greater efficiency. 
We know how that movement has gone on and on until 
in Germany to-day, and, indeed, in most continental 
countries, we have a vast amount of building for which 
its designers have frankly thrown over all the traditional 
means of expression and emphasis, and have relied for 
the meaning and articulation of their buildings on purely 
engineering solutions of the particular needs of each 
part. This is called “ functionalism,”’ and although I 
have not yet met a purely functional design for a bank 





lychitects| Messrs. Brierley and Rutherford 
BRANCH AT DONCASTER, WESTMINSTER BANK 


in this country it is clear that the gradual stripping of 
bank design of the rich columns and other detail, which 
a few years ago were considered almost essential to the 
dignity of a bank, is a part of the same process. I have 
called’ this process a movement of taste. By this it 
must not, however, be assumed that it is merely a passing 
fashion. Passing fashions have not generally a philoso- 
phical background, as this movement distinctly has, 
neither are they enforced by the horrors of a world 
war followed by a world-wide depression of trade. 

To illustrate how this general movement has affected 
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comparatively recent bank buildings I shall begin my 
selection of Westminster Bank branches with two which 
no doubt looked quite imposing when they were erected 
a few years back and then pass on to similar but more 
recent compositions in which the classical detail still 
exists but has been simplified and reduced in accordance 
with the movement I have tried to sketch. 

My first example chosen to illustrate this is the 
Doncaster branch designed by Messrs. Brierley and 
Rutherford. This is a long, one-storey fagade in which 
a range of Ionic columns raised on pedestals and carrying 
their full entablature as well as a balustrade above is the 
chief feature, the columns being changed to pilasters to 
give strength to the bay at either “end. The whole 
composition in white Portland stone is raised on a plinth 
of darker stone, which is a rather clever way of giving 
height and importance to what, after all, is a long, one- 
storey structure. Looking at this composition as a whole 
and at the detail one sees that it is a thoroughly com- 
petent piece of work, yet it fails to please. To-day it seems 
overloaded and pretentious, with far too many small 
pieces of ornament scattered about. The general standard 
of taste would now call for something much simpler 
similar windows, for instance, between each pair of 
columns instead of one up and one down and the short 
windows lengthened out with isolated raised panels with 
swags which serve no other purpose than mere padding. 

Let us now go on to the Romford branch, which is a 
somewhat similar classical composition erected as a 
screen wall to a one-storey banking hall behind. The 
fagade, by Messrs. Crickmay and Sons, is of a simpler, 
more monumental character, although for a narrower 
site. It follows the same sche ‘me, however, of a raised 
Ionic Order with its full entablature, the whole being 
placed on a plinth. Between the columns, too, are 
circular-headed windows, and at either end is a monu- 
mental door. In spite, however, of this composition 
being more satisfactory than the last as a piece of make- 
believe classical architecture, one cannot help feeling 
that it goes too far and that to-day it, too, looks not a 
little pretentious. I do not suppose either of these is a 
pre-war building, but they both look as if they might be. 
They are our equivalent, I suppose, of the little marble 
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Greek temples one sees as banks among the wooden 
shacks of a half-built American town. They certainly 
seem to bear as little relation to their surroundings either 
in scale or character. 

The Southampton branch by Mr. Septimus Warwick 
is another example of a classical composition with fully 
developed columns and entablature, but this time a 
vertical one. Though it is, I think, a better design 
than either of the previous ones, showing more feeling 
for its surroundings and with more plain wall surface 





Architects] | Messrs. Crickmay and Sons 


BRANCH AT ROMFORD, WESTMINSTER BANK 


for the eye to rest upon, it has nevertheless a rather heavy 
classical treatment which seems a little out of scale 
with its own doors and windows save the big windows 
between the columns. The fact that the columns are 
finely fluted and that the detail of the Order, including 
that of the urns above the columns, is kept as small as 
possible, does not reduce its public building scale to the 
domestic scale of the windows. Indeed, by the very 
correctness and finish of their detail the columns seem 
to make a screen through which the main building is 
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looking out on the world. Can either of the little doors, 
charming as they are, really lead to a banking hall 
worthy of such columns? One knows that they do 


Mr. Septimus Warwick 
BRANCH AT SOUTHAMPTON, WESTMINSTER BANK 


not and that the banking hall is only half the height of 
the columns, but directly one realises that, the rather 
fine bravado of the front loses a good deal of its charm. 
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Burroughs Typewriter 
Accounting Machine 
Combines automatic 
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BURROUGHS ADDING MACHINE LTD. 
Chesham House, 136, Regent St., LONDOW, W.1. 


Adding - Bookkeeping- Calculating 5] Machines 


Banks using Burroughs Machines 
are able to reduce to a minimum 
the additional work involved in 
the half-yearly balancing. 


Because errors in the preparation 
of the ledgers and customers’ 
passbooks are eliminated by the 
automatic daily proof. 

Because all balances are already 
correctly extended; additional 
work of entering interest and 
charges is handled more readily 
by Burroughs posting machines. 


Because the passbooks, neatly 
prepared by Burroughs machines, 
are always ready for dispatch. 


And for many other reasons. 


Burroughs Banks Department will 
gladly supply further information 
or arrange a demonstration of the 
application of Burroughs machines 
to any problem of bank account- 
ing routine either in Head Office 
or Branches. 
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With the branch, however, at the Watford Cross 
Roads one reaches a classical composition in which the 
modern feeling for simplicity and restraint has entirely 
removed the forbidding quality which a fully-developed 
classical composition, when applied to a small building 
almost invariably has. This composition makes, to my 


Architect] Mr. Septimus Warwick 
BRANCH AT WATFORD CROSS ROADS, WESTMINSTER BANK 
thinking, a very attractive building. It is also the work of 
Mr. Septimus Warwick. It is curious how much more 
appealing it is than the previous examples. I feel sure this 
is due to the greater simplicity of the detail and perhaps 
to the more domestic character that the tiled roof gives. 
It will be noticed that the Ionic columns are left plain 
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Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
ing. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 


Head Office: 41 Lothbury, London, E.C.2 
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and unfluted and that their smooth surfaces compose 
admirably with the abundant plain walling around them. 
Where the ordinary classical detail is used it is simplified 
and refined. The scale, too, is maintained far better 
throughout. The doors on either side have been raised 
instead of being depressed by the cornices over them 

and are thereby brought more into harmony with the big 
columns. These latter, too, seem here to belong to the 
building itself and not to be a mere screen in front of 
it. This, I think, is due to the great opening between 


lychitect Bank’s Own Architect's Office 
BRANCH AT NORTHFIELDS, WESTMINSTER BANK 


them being carried to the full height of the building 
by means of the arch above the entablature. The 
facade also is not cut into two distinct parts by the 
cornice. The whole building indeed has in its design 
a very superior unity—on which the architect is to be 
congratulated—to that of his Southampton branch. 
There is a simple massiveness about this Watford branch 
combined with great delicacy and refinement which is 
very attractive. I should guess that half a dozen years 
or so only separate this building from the previous 
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ones. If so, they form a very interesting measure 
of the change of taste towards greater elegance and 
simplification which has been going on, for all are 
obviously very competent men who know their classical 
detail. 

As a final example of classical design reduced to its 
simplest elements in accordance with this general move- 
ment of taste I select the branch at Northfields, by 
the Westminster Bank’s own architect’s office. Here, ina 
single storey structure, columns and pilasters have been 
wisely dispensed with and the facade kept as direct and 
rational as possible with its three big square-headed 
windows and two simple doors with their direct-looking 
cornices. This is a perfectly sensible front for a small one- 
storey branch. It maintains, I suggest, the dignity of the 
bank without any unpleasant pretentiousness. It would 
be improved perhaps if the thin and unnecessary lines 
of the panels under the windows had been omitted and 
if a slightly broader treatment had been applied to the 
mouldings throughout. The design is, in fact, a little 
too thin and liney. Nevertheless, it shows that under 
the influence of the present movement in taste for greater 
directness and simplicity the old classical formule can 
still be used even for the smallest bank and give good 
results. 

One cannot write about Westminster Banks at the 
moment the new facade to the Westminster Headquarters 
in Lothbury has been exposed without referring to it, 
especially as Mr. Arthur Davis, its architect, has this 
week been awarded by the C ouncil of the Roy al Institute 
of British Architects its Gold Medal for the best piece of 
London Street architecture of the past year and for a 
Westminster Bank front too—that of the Threadneedle 
Street branch. This new and very elegant facade, 
which, with a lofty pavilion looking up Bartholomew 
Lane, must be dealt with in the manner it deserves 
when the time comes, as it will soon, to devote an article 
to the new headquarters. At the moment, however, 
when discussing classical detail one can appropriately 
call attention to that of the great doorway, which now 
must be the finest entrance to any building in the City 
of London. Here is classical detail in all its richness 
used by a master of it, and when so used still retaining 
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its life and interest. To find an equal to this doorway 
one would have to go to Italy from whence it springs, 


lychitect d : S. 4 wés and Dai 

rHE WESTMINSTER BANK HEADQUARTERS, LOTHBURY FRONTAGE 
or to America where such work has been pursued with 
a thoroughness and scholarship our architects have not 
as a rule attempted. I remember, when designing 
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41.Bishopsgate, 
London E.C.2., 











BANCO DE 
A. EDWARDS & CIA. 


Successores to A. EDWARDS & CIA 
Successores to AGUSTIN EDWARDS OSANDON 





Established in 1846. 


$25,000,000.— 
$17,867,886.21 


Capital Issued and Paid up_—- 
Reserve and Undivided Profits - 





HEAD OFFICE: 
VALPARAISO (CHILE), Calle Prat 799. 


SANTIAGO DE CHILE OFFICE: 
Calle Bandera No. 237. 
Telegraphic Address for both Offices: “*SAVELOY."” 


Every description of Banking business transacted. The 

Bank is prepared to undertake the Duties of Executor, 

Trustee or Administrator, and has a special Depart- 
ment for Ad:ninistration of Property. 





Correspondents in all the principal Cities 
and places in Chile. 





Foreign Agents: 
LONDON—Glyn, Mills & Co.; 
__ American Bank, Ltd. 
NEW YORK—Guaranty Trust Co. of New York ; The 
Anglo South American Trust Co 


The Angio-South 


ROME Banca Commerc iale Italiana. 

oe Banque Transatlantique Soc. An.; Morgan et 
1e 

BERLIN Commerz und Privat Bank 

MADRID—Banco Anglo Sud Americano Ltdo. 


BUENOS AIRES—Banco de Italia y Rio de la Plata; 


Banco Anglo Sud Americano Ltdo. 
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The 
DECORATIVE JOINERY 


HOWARDano SONS L”. 


25, 26,27 BERNERS ST., W.1 


THE CARVED PINE PANELLING 
FOR THE GENERAL MANAGERS’ 
ROOMS AT THE HEAD OFFICES 


OF THE WESTMINSTER BANK 
IN THEIR NEW CITY BUILDINGS HAS 
BEEN ENTIRELY MANUFACTURED BY 
MESSRS. HOWARD & SONS, LTD., TO 
THE DESIGNS OF THE ARCHITECTS, 
MESSRS. MEWES & DAVIS, FF.R.1.B.A. 
. ALSO THE MAIN COUNTERS 
AND DESKS IN THE BANKING HALLS 
ON THE GROUND FLOOR 
ALSO THE FURNITURE FOR THE 
DIRECTORS’ ROOMS AND PRINCIPAL 
OFFICES were made by 


HOWARD AND SONS LTD. 


At their London _ Factories 
CLEVELAND WORKS, W.1 
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this entrance Mr. Davis had a full-size plaster model 
of it made and erected in the contractor’s yard, where it 
stood up above the surrounding roofs like some relic 
of ancient Rome. If anywhere it is right to-day to return 
to what Piranesi called in giving a title to his great volume 
of etchings, ‘““ The Magnificence of Rome,”’ it is right in 
the headquarters of a great bank, and with Mr. Davis 
as one’s guide. Roman splendour on this scale and with 
this elegance produces a romantic feeling one did not 
realise it still had the power to do. 


Ms . ‘ A i ar | 
Archite cts [Messrs. Mewés and Davis 
THE ENTRANCE TO THE NEW WESTMINSTER BANK 
HEADQUARTERS 





THE 


NATIONAL BANK 


Royal London 


Mutual Insurance Society, Limited. 





LIMITED 
Founded 1861. 
; eae S ee Established _ d 1835 
ASSETS EXCEED Head Offices : 
13-17 Old Broad St., London, E.C.2. 


£24,000,000 


Mutual Life Assurance 
Ordinary & Industrial 


Fire, Accident, Motor & 
:: General Insurance :: 





For prospectuses and particulars apply é 


Head Office : 


ROYAL LONDON HOUSE, 


Capital Subscribed £7,500,000 

Capital Paid Up £1,590,000 

Deposits, etc. £36,284,348 
(31st December, 1930) 


Reserve Fund £1,475,000 


ENGLAND 
13 Old Broad Street, London, E.C.z, 
and 24 Metropolitan & Provincial Branches. 


IRELAND 


34 College Green, Dublin, 
and 238 Branches & Sub-Offices throughout 
the Country. 


FINSBURY SQUARE, LONDON, E.C.2 ce 


City Office : 


QUEEN’S BUILDINGS, 
52 QUEEN VICTORIA STREET, E.C.4 





Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted. 


STANDARD WORKS orcicn'txchance 
By W. F. SPALDING 


Fellow and Memter of nd Council of the Institute of Bankers, London ; Hon. Moderator in 


Banking and Currency to the London Chamber of Commerce, etc. 


By the same Author : 


THE BANKER’S PLACE 
IN COMMERCE 
74 pp. 3s. 6d. net. 


THE FUNCTIONS OF 
MONEY 
179 pp. 7s. 6d. net. 


THE FINANCE OF 
FOREIGN TRADE 
A practical guide to the 
operations of Banker and 
Merchant. 190 pp. 7s. 6d. 


net. 


DICTIONARY OF THE 
WORLD’S CURRENCIES 
AND FOREIGN  EX- 
CHANGES 
A comprehensive encyclo- 
pedia on all questions of 
Currency and Exchange. 
Crown 4to, half-leather gilt. 
28 pp., illustrated. 30s. net. 


FOREIGN EXCHANGE AND FOREIGN 

BILLS IN THEORY AND IN PRACTICE 
The Seventh Edition (Eleventh Impression) of a book which has 
become the standard authority on the subject of Foreign Exchange. 
320 pp. 7s. 6d. net. 

A PRIMER OF FOREIGN EXCHANGE 
Presents the elements of the subject in an instructive and inter- 
esting manner. 124 pp. Second Edition. 3s. 6d. net. 


EASTERN EXCHANGE, CURRENCY AND 
FINANCE 


Deals with questions of Eastern Currency, Trade Statistics, 
Standards of Exchange, and Banking Systems. 485 pp. Fourth 
Edition. 15s. net. 
BANKERS’ CREDITS 
Deals concisely and simply with the practical side of the subject. 
170 pp. Third Edition. 10s. 6d. net. 
THE LONDON MONEY MARKET 
An interesting and practical guide to the London Money Market 
232 pp. Fourth Edition. 10s. 6d. net. 
Full details post free. Order from a 
Bookseller or direct from the Publishers : 


SIR ISAAC PITMAN & SONS, LTD., Parker Street, Kingsway, W.C. 2 








| 
SOCIETE GENERALE | 


POUR FAVORISER LE DEVELOPPEMENT DU | 
COMMERCE ET DE L'INDUSTRIE EN FRANCE. ih 


ESTABLISHED 1864. 
(Incorporated in France with Limited Liability) 
Subscribed Capital - . - - Frs. 625,000,000 
Paid-up Capital - - : - Frs, 320,263,000 
Reserve Fund and Undivided Profits - Frs. 412,901,622 
Deposits (31st Dec., 1930) - . - Frs, 12,802,860,233 


Head Office: 29 BOULEVARD HAUSSMANN, PARIS. 
London Office: 105 OLD BROAD STREET, E.C.2. 
West-End Branch: 11 WATERLOO PLACE, S.W.1. 


100 BRANCHES IN PARIS AND SUBURBS. 
Over 1,450 BRANCHES AND SUB-OFFICES IN FRANCE AND 
NORTH AFRICA. 





AFFILIATED BANKS: 


SOCIETE GENERALE DE BANQUE POUR L’ETRANGER ET LES COLONIES 


(Barcelona, Valencia). 


SOCIETE FRANCAISE DE BANQUE ET DE DEPOTS 


(Antwerp, Brussels, Charleroi, Ostend). 


BANQUE FRANCAISE DE SYRIE 


(Aleppo, Beyrouth, Damascus, Tripoli). 


The Société Générale is represented in Alsace and in Lorraine by the 
SOCIETE GENERALE ALSACIENNE DE BANQUE, which Bank has 
also branches in Luxembourg, in various towns in Western Germany, and 
in Sarrebruck and Zurich. 


Correspondents in all parts of the World. 


PRINTED BY EYRE AND SPOTTISWOODE LIMITED, HIS MAJESTY’S PRINTERS, EAST HARDING STREET, LONDON, E.C.4, AND 
PUBLISHED MONTHLY BY FINANCIAL NEWSPAPER PROPRIETORS LIMITED, 20 BISHOPSGATE, LONDON, E.C.2. 
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